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Roosevelt: The Democratic Hope 


By CLAUDE Moore FuEss* 


Ae small boy who in our day 
aspires to become President 
should lay his plans to be first a 
member of the Cabinet or the Gov- 
ernor of a State, and not a Congress- 
man. A Senator or a Representative 


-can hardly help making enemies who 


are potential obstacles to his further 
advancement. The careers of Theo- 
dore Roosevelt, William Howard Taft, 
Woodrow Wilson, Calvin Coolidge and 
Herbert Hoover prove that any am- 
bitious lad can afford to ignore the 
Capitol as a possible stage on the 
road to the White House. And now 
the Democrats have provided us with 
another candidate whose reputation 
has been formed chiefly as State Sen- 
ator, Assistant Secretary of the Navy 
and Governor of New York. 

The pleasing illusion that, in a de- 
mocracy, the office should invariably 


*Mr. Fuess is a well-known American 
biographer, having written lives of 
Caleb Cushing (1923), Rufus Choate 
(1927), Daniel Webster (1930) and Carl 
Schurz (1932), besides contributing to the 
Dictionary of American Biography. He is 
now at work on a life of Henry Cabot 
Lodge. 


seek the man has this year been dis- 
sipated, for each of the two leading 
party nominees had been frankly and 
openly in the field. Franklin D. Roose- 
velt, heartened by his experience at 
Albany, is eager to repeat it in Wash- 
ington. Herbert Hoover is obviously 
desirous of a vindication and a sec- 
ond term. Neither has been coy or 
shy. Why should he be? One recalls 
the story of Daniel Webster, who, in 
1852, after he had lost the Whig 
nomination for the Presidency, was 
told that the position could add noth- 
ing to his fame. “Perhaps it is as 
you say,” replied the statesman. “Per- 
haps I am just as well without that 
office. But, sir, it is a great office. 
It is the greatest office in the world; 
and I am but a man, sir, I want it, 
I want it.” A blunt remark of this 
kind in the political world is as re- 
freshing as an east wind on a humid 
afternoon. Mr. Hoover and Mr. Roose- 
velt have emulated Webster in re- 
fraining from hypocrisy. 

Mr. Hoover’s personality, long a 
fruitful topic of discussion, should by 
this time be no mystery to his coun- 
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trymen. Mr. Roosevelt, however, has 


been less carefully studied. It is ap- 
parent, of course, that he belongs to 
a type found more frequently in Eng- 
land than in the United States—the 
patrician, or the scholar-gentleman, 
in politics. Recently, however, we have 
become accustomed to college grad- 
uates as Presidents; indeed, it is some 
years since a genuine homespun child 
of the people has attained that office. 


Mr. Roosevelt, at a dinner or a ball, 


certainly bears more resemblance to 
Thomas Jefferson and Woodrow Wil- 
son than to Andrew Jackson. But, 


leaving manners, accent and tailor- 


ing aside, what is Roosevelt really 
like? If we listen to the Boston Her- 


ald, he is a “slippery opportunist.” 
If we accept the verdict of his ad- 


mirers, on the other hand, he is 
a gallant crusader, battling nobly 
against special privilege and monop- 
oly. Shall we trust Walter Lippmann 
when he says: “The trouble with 


Franklin D. Roosevelt is that his 


mind is not very clear, his purposes 
are not simple, and his methods are 
not direct’’? Or shall we accept John 
E. Mack’s declaration that Roosevelt 
s “a practical American, with a clear 
perspective and a knowledge of the 
entire nation’? It is difficult to weigh 
the evidence calmly when a prominent 
man is being simultaneously so much 
eulogized and so much abused. The 
truth is that he is neither all saint 
nor all sinner, but, like most mortals, 
a combination of variegated ideas, 
hopes and prejudices, from which the 
analyst must with difficulty evolve 
what may be called the man himself. 
Roosevelt’s early life cannot be de- 
scribed as having been, like Lincoln’s, 
“the short and simple annals of the 
poor.” He belongs, by inheritance and 
education, to the aristocracy. He is 
the son of James R. Roosevelt by his 
second marriage to Sara Delano, and 
both the Roosevelts and the Delanos 
are old New York families, surrounded 
by luxury. Born on Jan. 30, 1882, the 
boy was brought up on his father’s 
farm at Hyde Park, on the Hudson 
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River, seventy aiites north of Manhat. 
tan. He did not go to public school, 
but had French and German govern- 
esses, as well as private tutors, and 
was usually taken abroad for a few 
months of each year. At 14 he was 
sent to the exclusive Groton School, 
with others from his upper stratum 
of society. Up to this time he had as- 
sociated with very few boys and girls 
outside his family circle, but he had 


led a healthful outdoor life and knew — 


how to hunt, to swim, to play tennis 


and to sail a boat. Although he was > 


uncontaminated by snobbery, no ob- 
server would have predicted that a 
lad with this background would de- 
velop into a leader of the party of 
William Jennings Bryan. 

At Harvard, where he graduated in 
1904, Roosevelt attained distinction 
chiefly as an active and fearless editor 
of the Crimson. He did, however, com- 
plete the regular course in three years 
and made Phi Beta Kappa. It is sig- 
nificant that he was elected to the 
more select clubs and was chosen 
chairman of his class committee. More 
important, perhaps, is the fact that, 
while Franklin was at this impression- 
able age, his fifth cousin, Theodore, 
was President of the United States, 


and the brilliant career of “T. R.”’ un- © 


questionably stirred the aspirations of 
his younger and somewhat distant 
relative. It was in Harvard College 
that Franklin D. Roosevelt began 
vaguely to think about civic duty and 
public service. 

In the Autumn of 1904 Roosevelt 
entered Columbia Law School. He 
was already in love, and, on March 
17, 1905, he married his cousin, Anna 
Eleanor Roosevelt, daughter of Theo- 
dore’s brother, Elliott. The President 
himself attended the wedding, and his 
daughter, Alice, was a_ bridesmaid. 
Fifteen years later, the younger Theo- 
dore said of Franklin: “Oh, he’s a 
maverick. He doesn’t have the brand 
of our family.”’ Mrs. Longworth re- 
fers to him today without enthusiasm. 
But Franklin was a Roosevelt beyond 
a doubt, and was soon to prove his 
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‘ “eligibility to the clan. His wife, a 


woman of high intelligence and broad 
humanitarian interests, has been of 
much assistance to him in his prog- 
ress. 


In 1907 Roosevelt was admitted to 
the bar and promptly entered the of- 
fice of Carter, Ledyard & Milburn, one 
of the best in New York, where, be- 
cause of his interest in naval affairs, 
he was assigned the admiralty cases. 
But he did not cease watching the 
course of political events. The family 
tradition was Democratic, Theodore 
Roosevelt being the only Republican 
Roosevelt of his generation. For whom 
Franklin voted in 1904 and 1908 I do 
not know, but in 1910 he started in a 
modest way by going as a delegate to 
the Democratic State Convention in 
Rochester. In a sense it was a dra- 
matic moment. The restless “T. R.,” 
lately returned from hunting lions, 
could not remain behind the scenes 
and had insisted on dictating the nom- 
ination of Henry L. Stimson for Gov- 


-. ernor. The Democrats named John A. 


Dix. A few days later Franklin D. 
Roosevelt was persuaded to accept the 
nomination for the State Senate in his 
own strongly Republican district. It 
looked like a futile fight, but he took 
his campaign seriously, toured the 
county by automobile and quite un- 
expectedly defeated his opponent in a 
close contest. The Roosevelt name, 
then and later, was no handicap. 
Many voters undoubtedly thought that 
he was the ex-President’s son. Some 
of them still think so today. 


Senator Roosevelt opened his legis- 
lative session by audacious defiance 
of Tammany. Charles F. Murphy, the 
Tammany boss, had picked “Blue-Eyed 
Billy” Sheehan, an old-school politi- 
cian, to succeed Chauncey M. Depew 
as United States Senator. Roosevelt, 
who had examined Sheehan’s past and 
preferred Edward M. Shepard, organ- 
ized eighteen Democratic Assembly- 
men who pledged themselves to refuse 
to attend the party caucus and to 
stand together until Sheehan’s name 
was withdrawn. It looked like politi- 
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cal suicide, but the insurgents were 
able to block a choice for Senator. 
Pressure was brought to bear, but 
their backs only stiffened. Threat- 
ened, Roosevelt, in words which sound- 
ed like an echo of “T. R.,” said: 
“There is nothing I love so much as a 
good fight.’”’ Meanwhile all business 
was held up at Albany and the nostal- 
gic legislators were getting nervous. 
Finally Murphy, after summoning 
Roosevelt to a conference and ascer- 
taining that the latter could not be 
budged, compromised on James A. 
O’Gorman. Tammany had been beaten, 
and a movement had been initiated — 
which was ultimately to lead to the | 
election of Senators by popular vote. 
Roosevelt’s demonstration of indepen- 
dence made him a conspicuous figure 
in the State. To many observers he 
seemed like the reincarnation of Gro- 
ver Cleveland, appearing at the psy- 
chological crisis to free his party from — 
the shackles of Tammany rule. 

At Albany Roosevelt grew rapidly 
in influence, but in 1913 his normal 
progress was interrupted by destiny. 
An early admirer of Governor Wood- 
row Wilson, Roosevelt again ran coun- 
ter to Tammany by promoting Wil- 
son’s candidacy for the Presidency in 
1912. Although not a delegate, he at- 
tended the Baltimore Convention and 
later, in spite of an attack of typhoid | 
fever, did what he could to elect Wil- 
son. Just before the inauguration Jo- 
sephus Daniels offered Roosevelt the 
position of Assistant Secretary of the 
Navy, the same post which, by a pecu- 
liar coincidence, Theodore Roosevelt 
had occupied under McKinley. Frank- 
lin D. Roosevelt resigned from the 
State Senate, to which he had been re- 
elected, and moved with his family to 
Washington, where he was to spend 
eight strenuous years. 

Roosevelt was well equipped for his 
new job. Already he owned one of 
the world’s finest collections of books 
on naval affairs, and he had sailed 
boats since his babyhood. Possibly 
in unconscious imitation of “T. R.,” 
he became the advocate of “prepared- 
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ness” and of a more powerful fighting 
fleet. Long before our entrance into 
the World War he had investigated 
the problems of our national defense. 
Thus, when the crucial moment came, 
his department was ready. He dar- 
ingly anticipated emergency appro- 
priations, authorizing large expen- 
_ ditures before Congress had actually 
voted the money and slashing red tape 
whenever it was necessary to do so. 
During the crisis he was a militarist, 
and his energy, practicality and zeal 
were all devoted to winning the war. 
Late in the conflict he was largely 
responsible for planning and laying 
the famous North Sea barrage which 
did so much to impair the German 
morale. In July, 1918, he went to 
Europe to discuss cooperative meas- 
ures with the Allied leaders. He at- 
tended the Versailles Conference, 
where his admiration for President 
Wilson was accentuated, and he was 
converted to a belief in the League of 
Nations as a basis for international 
understanding. 

At the Democratic National Con- 
vention of 1920 Roosevelt was present 
as the leader of some thirty delegates 
from up-State New York who ap- 
proved of Wilson’s policies. It was 
he who carried the standard of that 
State in the noisy parade which was 
intended as a demonstration of loyalty 
to the invalid President. After James 
M. Cox had been nominated, Roose- 
velt, without any intimation of what 
was in the air, was named by acclama- 
tion as the Democratic candidate for 
Vice President, Alfred E. Smith hav- 
ing made one of the _ seconding 
speeches. Although the Democratic 
campaign could make little headway 
against Harding’s slogan of ‘“nor- 
malcy,” Roosevelt delivered over a 
thousand speeches and was _ heard 
throughout the country. When Har- 
ding and Coolidge were elected, he re- 
turned to his private practice of the 
law. After the war his militaristic 
mood rapidly cooled, and he has since 


sponsored a naval holiday and other 
measures for achieving world peace. 

In 1921, when he was 39 years old 
and in perfect health, a great catas- 
trophe descended upon him. Fatigued 
after a busy Winter, Roosevelt sought 
a brief vacation at his cottage on 
Campobello Island in the Bay of Fun- 
dy. On a seething August afternoon 
he plunged into the icy water for a 
swim. A chill followed. On the next 
morning he was ill, and a day later 
he could not move his legs. Specialists 
made a diagnosis of poliomyelitis, or 
infantile paralysis, and he was carried 
back to New York on a stretcher, 
seriously ill and apparently condemned 
to inactivity for the remainder of 
his days. But when the attack had 
passed he made up his mind not to 
give in. Unable to regain muscular 
control of his legs, he soon accus- 
tomed himself to crutches and went 
about his daily duties as usual. Mean- 
while he consulted every available 
authority on the disease. Although 
persistent exercise brought only slight 
improvement, he never lost patience. 
In 1924 he took charge of the Smith 
campaign and, in thrilling words, 
placed the name of the “Happy War- 
rior” before the Madison Square Gar- 
den convention, receiving a tumul- 
tuous ovation as he swung on his 
crutches to the platform. His fight 
for health had caught the popular im- 
agination. Again, however, the Demo- 
cratic ticket of Davis and Bryan pre- 
sented few attractions to the voters, 
and the Republicans, personified in 
Mr. Coolidge, remained in control of 
the nation. 

Even when his physical condition 
was at its worst, Roosevelt did not 
seek sympathy or pity. In the Autumn 
of 1924 he was told of an almost 
abandoned Summer resort at Warm 
Springs, Ga., where the water had an 
average temperature of eighty-eight 
degrees. There, with a life preserver 
around his waist, he remained in the 
pool for several hours a day, moving 
his legs slowly up and down. Gradu- 
ally his muscles strengthened, and 
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after some months of this treatment 
he laid aside his crutches. Within 
a year he could ride horseback and 
drive his own car, and he now walks 
with the aid of braces and a cane. 
Of his endurance there can be no 
doubt whatever. During his campaigns 
for Governor in 1928 and 1930 it was 
frequently asserted that he would 
break down, but he made hundreds 
of speeches without fatigue. Aside 
from the weakness of his leg muscles, 
he has a superb vitality, which he 
preserves by several weeks spent each 
Winter in the peace of Warm Springs. 
The delegates at the recent Chicago 
convention saw no visible physical 
weakness in the man who flew from 
Albany to Chicago and there ad- 
dressed them from the platform. 


Through Roosevelt’s money and in- 
fluence the obscure Georgia resort has 
been transformed into a centre for the 
treatment of the victims of infantile 
paralysis. In 1927 he established the 
Georgia Warm Springs Foundation, 
which purchased the hotel, the cot- 
tages and the pool, secured an endow- 
ment, and eventually built a first-class 
sanitarium fitted out with every medi- 
cal convenience. Hundreds of cripples 
have been treated there, and most of 
them have benefited by their experi- 
ence. 

Until 1928 Franklin D. Roosevelt 
had very few enemies, either personal 
or political. He was generally re- 
garded, even by Republicans, as an 
attractive young man with good in- 
tentions and much ability who had 
suffered a stroke of hard luck which 
had removed him from the list of 
possible competitors for high office. 
It was popularly supposed, not with- 
out reason, that Tammany considered 
him to be dangerous and would not 
encourage him to re-enter public life. 
Nor did he himself wish to get into 
the game. He was concentrating on 
the re-establishment of his health so 
that there would be no relapse. What 
he wanted, first of all, was to rid 
himself of his crutches. With this in 
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mind he refused to run either for 
Senator or Governor. 


He did, however, out of friendship 
lend his prestige to the cause of Al- 
fred E. Smith; and in 1928, at 
Houston, he had the pleasure of see- 
ing him at last win the Democratic 
nomination for the Presidency. When 
Smith later asked him to enter the 
contest for Governor of New York, 
Roosevelt declined, pleading his health 
as an excuse and saying that he owed 
it to his family “to give the present 
constant improvement a chance to 
continue.”’ The Democratic State Con- 
vention at Rochester in early October 
was a forlorn gathering. Name after 
name was suggested as a possible head 
for the ticket, and each was rejected. 
At last Smith tried to get Roosevelt 
on the long-distance telephone at 
Warm Springs and begged for his 
help. Again Roosevelt refused, but 
when Smith made it a personal matter 
and asked desperately, “If the con- 
vention nominates you anyway, will 
you decline to run?” he had to yield. 
With this tacit assurance that he could 
be drafted, the convention nominated 
him, and he, after stumping the State 
for the Democratic ticket, carried it 
by a majority of 25,564. Smith and 
Robinson lost it by more than 100,000 
and were defeated in the nation by 
Hoover and Curtis. Such amazing 
vote-getting power naturally focused 
the attention of the Democracy on 
this new leader —a man who could 
run far ahead of the popular Al Smith. 

Roosevelt’s inauguration at Albany 
on Jan. 1, 1929, marked the beginning 
of another stage of his career. His 
friend, Al Smith, whom he succeeded 
in office, congratulated him as 
“Frank,” and everything seemed har- 
monious. But controversy and calum- 
ny were to be his lot. He had to face 
perplexing issues and to oppose some 
of his former associates. He had to 
deal with Tammany and its avaricious 
leaders. He could not escape arousing 
hostility, even within his own party. 
Roosevelt is still Governor of the Em- 
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pire State, and the main phases of his 
administration have been published so 
that every literate person could read 
them. What has happened? The Re- 
_ publicans have, of course, opposed him 
on many issues; he has lost Smith’s 
friendship; he has not impressed the 
civic reformers, and he has alienated 
Tammany, or at least many of its 
leaders. Meanwhile, however, he has 
trumpeted an appeal to up-State New 
York and to the Democrats of the 
South and West. Without the backing 
of the delegation from his own State 
he secured the Presidential nomina- 
tion. While delegates from other sec- 
tions leaped up and down in a frenzy 
of emotion when his name was men- 
tioned, the New York group remained 
in their seats, sullen and defiant, and 
even Mayor Walker voted for Smith. 
The hero who was so popular with 
everybody in 1929 has now to meet 
both contempt and hate. 

Confronting a Republican Legisla- 
ture, Governor Roosevelt was certain 
to have trouble. The really imminent 
_ problem was that of the best method 
- of handling the immense hydroelectric 
power available from the St. Law- 
rence River. Governor Smith had 
adopted the policy that this enormous 
supply of energy should be developed 
- only under State authority, but might 
be sold to private companies for dis- 
tribution. Governor Roosevelt adhered 
to this plan, but startled the conser- 
vatives by intimating that if the sys- 
tem of distribution by private agen- 
cies should fail the State should con- 
struct and operate its own transmis- 
sion lines—in plain language, that 
New York should enter the business of 
selling power and light to its citizens. 
He considered that private exploita- 
tion was under the circumstances un- 
fair to the purchasing public. “Public 
utility corporations,’ he declared, 
“must never be our masters. They 
must be our servants.” On this issue 
Roosevelt was opposed by the Legis- 
lature, which favored the private de- 
velopment of the St. Lawrence. In 
1930, when Roosevelt ran against the 


Republican, Charles H. ‘Tuttle, ue TSS 


power was perhaps the major source 
of disagreement between the two 


parties. The Democrats won by a ma- | 


jority of 725,001, the most overwhelm- 
ing victory in New York State his- 
tory. Roosevelt’s own party, including 
Tammany, had stood by him faith- 
fully, and the Atlanta Constitution 
was right in asserting that he towered 
‘like Saul among his Democratic 
brethren.” 

Governor Roosevelt could afford to 
ignore the gibes and denunciation of 
the Republicans if only he could re- 
tain the confidence of his own party. 
But always in the background was 
the menacing spectre of Tammany. 
Republican strategists knew that the 
easiest way of eliminating Roosevelt 
as a possible Democratic standard- 


bearer in 1932 was to set Tammany 


against him. The quickest method of 
doing this was, of course, by dragging 
him into the unsavory affairs of New 
York City. The existence of incom- 
petence, not to say dishonesty, among 
certain New York officials allied with 
Tammany was manifest to every in- 


telligent citizen of that community. 


The scandals were again brought to 
light in 1930, during Roosevelt’s cam- 
paign for re-election as Governor. In- 
stead of speaking out promptly 
against the malodorous Curry-Walker 
faction of Tammany Hall, he merely 
intimated that he had no power to 
act—and did nothing. Thus he alien- 
ated many of the reforming element 
in the city. The New York Evening 
World said: “Governor Roosevelt 
could have lost the coming election 
through Tammany hostility and re- 
mained a great leader. Instead he 
has lost a respect for which no victory 
can compensate.” 


During his second administration 


Governor Roosevelt has presented the 


spectacle of a man not sure what to 
do. He signed the bill passed by a 
Republican Legislature appropriating 
money for the Seabury investigation, 
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free hand. Although he dismissed 
the charges against District Attorney 
Crain, he did remove Sheriff Farley 
from office; but he also considered 
and dismissed the charges brought 
against Mayor Walker by the City 
Affairs Committee. Generally speak- 
ing, he has refused, as one of his biog- 
raphers has pointed out, to admit 
“that the irregularities of the govern- 
ment of New York City have any 
political implications beyond the con- 
fines of the city.” He did not do 
enough to satisfy the reformers, and 
he did too much to please Tammany. 
Before 1932, to the glee of the Repub- 
licans, the “‘little rift within the lute” 
widened; and in the late Spring of the 
current year the Tammany leaders re- 
fused him the support of the New 
York delegation at Chicago and as- 
signed anti-Roosevelt men to prom- 
inent places on important committees. 
At the very moment when he was 
being condemned in some quarters for 
his inaction, he was being repudiated 
by Tammany itself. His astounding 
victory on July 1 was a bitter pill for 
the Wigwam to swallow, and it still 
remains to be seen what Tammany 
will do at the polls in November. On 
the final ballot in Chicago, Roosevelt 
received only 31 out of New York’s 
94 votes, 


Roosevelt’s bitterest critics have 
maintained that in his relations with 
Tammany he has sold his soul to 
Lucifer and sacrificed his integrity. 
His defenders, on the other hand, 
maintain that he has proceeded with 
regularity and fairness, making sure 
of his ground before reaching a de- 
cision. Judge Seabury himself, in his 
speech on Feb. 28, at Cincinnati, 
showed impatience at Roosevelt’s 
silence and lethargy when confronted 
with demonstrated corruption. The 
situation was such that the Governor 
was certain to be damned, no matter 
which course he pursued. That he 
was able under the circumstances to 
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win the Presidential nomination is 


proof that a very large number of 
persons outside New York State do 
not regard him as culpable. 


Governor Roosevelt is now the — 
Democratic candidate for President of : 


the United States. He is in his fifty- 
first year, in the prime of life, about 
six feet two inches tall, with a power- 
ful neck and chest. He has clear blue 


eyes, brown hair and a fascinating ~ 


smile, with features which are diffi- 
cult to caricature because they reveal 
nothing out of the ordinary, like Theo- 
dore Roosevelt’s teeth, McAdoo’s nose 
or Hoover’s pudgy cheeks. A physical 
examination for a life-insurance policy 
in October, 1930, showed that he 
weighed 182 pounds, had a thirty- 
seven-inch waist and was free from 
any organic weakness except that due 
to infantile paralysis. He has an excel- 
lent radio voice and is a persuasive 
public speaker. 

His personality is not inaccurately 
described as magnetic. He is good- 
natured, perhaps too amiable, and it 
takes much provocation to irritate 
him. He has a gift for getting along 
with people of all ranks and classes. 
He has a well-developed sense of 
humor which comes to his rescue in 
emergencies. Those who meet him are 
impressed by his fundamental sanity. 
He is not ostentatious, but prefers a 
quiet home life and dislikes pretense 
and sham. He enjoys such diversions 
as toy yachting, horseback riding and 
motoring. For hobbies he collects 
postage stamps and owns a large 
number of ship models, several of 
which he built himself. He is a good 
farmer and forester, fond of conduct- 
ing experiments on his land. He has 
been connected with countless philan- 
thropic organizations and with the 
Woodrow Wilson Foundation. He has 
been an Overseer of Harvard College 
and is a trustee of Vassar and Cornell. 
He is a Mason and a member of the 
Protestant Episcopal Church. 

In his political philosophy Roose- 
velt was originally a Jeffersonian 
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Democrat, with a firm confidence in 
the plain people and a desire, appar- 
ently sincere, to further their wel- 
fare; more recently, he has become 
increasingly liberal, inclined to in- 
dulge in what The New York Times 
calls “demagogic claptrap.” Convinced 
that it is the duty of the State to 
care for its incapacitated citizens, he 
has advocated unemployment insur- 
ance, old age pensions and workmen’s 
compensation. He has unquestionably 
done his best to relieve rural taxa- 
tion, to promote prison reform, to 
systematize labor legislation and to 
bring about the State control of public 
utilities. In his acceptance speech, one 
of the best he ever made, he declared 
himself especially eager to assist the 
laborer, the farmer and the small in- 
vestor. By some reactionaries he is 
regarded as very dangerous, and his 
famous speech, on April 7, 1932, about 
the ‘Forgotten Man,” did not relieve 
their apprehensions. On the other 
hand, a true radical, Bruce Bliven, 
has said of him: “To me he seems 
rather the good fellow who talks in 
terms of restitution to the poor, but 
would not do anything which would 
seriously hurt the rich.” On his record 
up to the present moment, Governor 
Roosevelt is to be classed as a pro- 
gressive rather than as a radical, if, 
indeed, it is possible to define these 
very vague terms. His temperament 
and his training will probably keep 
him from socialism. As to the High- 
teenth Amendment, he has now com- 
mitted himself to repeal, without 
equivocation, in his speech of accept- 
ance, by pledging himself to the 
Democratic platform and by adding: 


“IT say to you now that, from this 
time on, the Eighteenth Amendment 
is doomed.” 

During the next few weeks Gov- 
ernor Roosevelt will be denounced by 
Republicans for selfish opportunism, 
political cowardice and ruthless be- 
trayal of his friends. Whispered 
stories are already sifting from ear 
to ear, casting aspersions on his 
mental and moral stability. It is al- 
leged that he deals in glittering gen- 
eralities and sonorous platitudes, and 
has nothing constructive to offer as 
an economic program for ameliorat- 
ing the depression. Many business 
men are suspicious of him, fearing 
that he leans toward socialism and 
that he does not like banks or bank- 
ers. The New York Times has called 
him “indefinite, abstract, irresolute,” 
and Walter Lippmann has styled him 
as “a pleasant man who, without any 
important qualifications for the of- 
fice, would very much like to be 
President.” The New York Evening 
Post has said: ‘The fear that he lacks 
both conscience and intelligence is the 
influence that is weakening Franklin 
Roosevelt’s candidacy.” 

But Republicans will do well not 
to underestimate their adversary. He 
is no docile weakling or political non- 
entity. He will, I am sure, make 
a far stronger candidate than Cox, 
Davis or Smith. He is a tireless cam- 
paigner, full of aggressiveness and he 
knows the language of the common 
people, the people who, after all, cast 
a large majority of the votes. Final- 
ly, one must remember that he is a 
Roosevelt, and that the Roosevelts have 
a genius for doing the unexpected. 
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The National Conventions of 1932 


By TURNER CATLEDGE 
National Convention Staff, The New York Times. 


ETWEEN June 14 and July 3 in this 

year of 1932 the two major polit- 

ical parties held their quadrennial 

conventions in the city of Chicago and 

through them presented to the coun- 

try two men, one of whom will be the 
next President of the United States. 

The one convention ratified the 
candidacy of Herbert Clark Hoover of 
California and started him out in 
quest of another four years in the 
White House on the basis of his own 
record. The other summoned Franklin 
Delano Roosevelt, the “liberal” Gov- 
ernor of New York, to lead a drive for 
more daring doctrines, designed to 
“recover economic liberty” and recap- 
ture the National Government at 
Washington. One was the Republican 
convention, born in apathy and end- 
ing in confident smugness; the other 
the Democratic, ushered in with many 
apprehensions but winding up with 
a burst of exultation over prospects 
for the Fall elections. 

Second only to the candidates they 
presented, the two conventions an- 
swered a twelve-year-old plea of the 
American people for an outright ex- 
pression on the controversial subject 
of prohibition. Almost as if they had 
worked in unison on this question, the 
two parties gave the country the 
opportunity of saying whether it is 
wet or dry, and exactly how wet or 
how dry. The Republicans proposed 
resubmission of the liquor question 
through a constitutional amendment 
so framed as “to preserve the gains 
already made in dealing with the evils 
inherent in the liquor traffic” and to 
retain Federal control over the whole 
question; the Democrats went all the 
way for repeal of the Highteenth 


Amendment and, pending such repeal, 
for modification of the national pro- 
hibition act so as “to legalize the 
manufacture and sale of beer and 
other beverages of such alcoholic con- 
tent as is permissible under the Con- 
stitution.” 

With essential issues more clear 
cut than in recent times and senti- 
ment in the country apparently more 
evenly divided than for twelve years 
in the past, spokesmen of the two 
parties went out from the stuffy halls 
and crowded hotels of Chicago and 
headed for the hinterland—Republi- 
cans waving the record of Herbert 
Hoover as set out in a 6,000-word plat- 
form, Democrats citing the same 
record as reason for a change and 
brandishing their own promises in a 
document of less than 1,500 words. 
[The complete text of the party plat- 
forms will be found on pages 630-640. ] 

The Republican convention was 
called to order shortly after noon on 
June 14 by Senator Simeon D. Fess of 
Ohio, retiring chairman of the Re- 
publican National Committee and 
stanch supporter of all things Re- 
publican. Not a mention was made 
of Herbert Hoover in those opening 
exercises. Not a picture of the engi- 
neer statesman hung on the wall or 
from the galleries of the crowded Chi- 
cago Stadium. It was Flag Day, and 
the opening ceremonies were dedicated 
to our original engineer statesman, 
George Washington. 

The convention was soon to hear of 
Hoover, however, even as much as the 
pre-convention meetings and discus- 
sions had heard of the then all-power- 
ful will of the party leader. Elabo- 
rate arrangements had been made 
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for the meeting. Committees of the 


party had worked with citizens of 
Chicago. The great Chicago Stadium 
had been ribbed with speaking devices, 
laced with telegraphic and radio 
wires; bunting had been hung and 


draped from ceiling and galleries and 


a band and an organist had been 
hired. But not the least among the 


- arrangements, as was later found out, 


was the setting up of a private tele- 
phone wire from a room in the Con- 
gress Hotel to the President’s desk at 
the White House. That wire was to 
make convention history. It started 
on its history-making mission on Sun- 
day, June 12, when Lawrence Richey, 
private secretary to the President, 
and Walter Newton, his political sec- 
retary, who incidentally was a dele- 


gate from the State of Minnesota, 


arrived to take up the liaison between 


_ those theoretically running the con- 


vention and “the Chief.” The private 


_ wire spoke, not loudly but finally, 


on every controversial subject before 
the convention or any of its commit- 
tees, including the prohibition prob- 
lem, and was given credit for saving 
the Vice Presidential nomination for 
Charles Curtis of Kansas. 

The prohibition issue soon devel- 
oped as about the only question before 
the convention. Some _ observers, 
among them politicians, looked for 
revolt here and there and finally 
settled on the idea that the break 
would come over the Vice Presidential 
nomination. As seasoned a political 
observer as Secretary of the Interior 
Ray Lyman Wilbur doubted that a 
convention could be kept under as 
absolute control as was evident at 
the outset of the Republican meeting. 
Days passed, however, without a sign 
of a break, except one slight case 
in which the credentials committee 
seated a “black and tan” delegation 
from Mississippi against a “lily white” 
contingent backed by the administra- 
tion. Whoever had looked for revolt 
had either not heard of or had paid 
scant attention to the existence of 


that private wire to the White Bae its 


Interest in the prohibition question 
grew rapidly from the belief that some 
change would be recommended. Word 
came to Chicago on Sunday night that 
Mr. Hoover had agreed to a proposal 
to resubmit the question to the States. 
Secretary of War Hurley was re- 
ported from Washington to be “rush- 
ing to Chicago” with the prohibition 
proposal as approved by the party 
leader himself. The actual work of 
determining the party’s position on 
prohibition started on the night of 
June 14, just a few hours after the 
convention had been formally opened. 
The committee on resolutions, com- 
missioned to draft the platform, sat 
for long hours hearing advocates of 
prohibition reform and prohibition 
reaction, and then sat for longer hours 
trying to formulate its own conclu- 
sions. 

Senator Hiram Bingham of Connec- 
ticut arrived on Monday, June 13, to 
advocate outright repeal as the stand 
of the party. He was Connecticut’s 
member of the resolutions committee. 
His plank was already formulated; he 
knew what he wanted. But when the 
Connecticut wet proposed that a com- 
mittee of fifteen be designated to work 
out the draft of the platform, he was 
soon aware of the fact that he had 
been left off a subcommittee for whose 
birth he had been responsible. After 
an all-night session the resolutions 
committee emerged on the morning of 
Wednesday, June 15, with the party’s 
platform, including the so-called “wet- 
dry” plank which, according to con- 
vention leaders, had been thumb- 
marked by the President himself. 
Senator Bingham immediately gave 
notice that he would file a minority 
report, proposing that the party take 
a stand for outright repeal. His an- 
nouncement assured a fight. 

The party’s statement of principles 
—the “platform’—was taken before 
the convention that night. The fight 
that had been anticipated was realized 
in all its fury. The convention was 


rowdyism, of which the Democratic 
meeting was to see more. Senator 
Bingham led his forces against the 
“sham” plank, as he characterized the 
majority proposal. The crowd cheered 
the white-haired, handsome Senator 
as he pleaded for an “honest’’ state- 
ment on prohibition, and booed and 
jeered such party leaders as James R. 
Garfield, son of the late President, 
and Ogden L. Mills, Secretary of the 
Treasury, as they advocated adoption 
of the administration plan. Dr. Nicho- 
las Murray Butler received the great- 
est reception of all with his castiga- 
tion of the mild “wet-dry” plank pro- 
posed by the resolutions committee. 


_ But when the votes had been counted, 


681 stood with the administration 
against the 472 for the outright repeal 
plank of Senator Bingham. Only Mis- 
sissippi broke completely away from 
the powerful control of the adminis- 
tration, and this was explained the 


next day by Perry Howard, Negro 


leader of the delegation, as a “pure 
fumble,” due to a misunderstanding 
of the question before the convention. 

After the action on prohibition, the 
entire party platform was adopted 
without even as much as a rising vote 
or further discussion. The convention 
as a whole evidenced little interest in 
the tributes to the leadership to Presi- 
dent Hoover or to the reaffirmation 
of present policies, after the prohibi- 
tion question had been settled. Dele- 
gates listened, applauded at times and 
even shouted once or twice while Mr. 
Garfield read the declarations, espe- 
cially those parts relating to public 
economy, a balanced budget and main- 
tenance of the gold standard “unim- 
paired,” but did not raise a voice to 
discuss any of them. 

The renomination of Mr. Hoover 
would go down in history as entirely 
perfunctory were it not for the possi- 
bility that future recorders might give 
some prominence to the last-minute 
dash of former Senator Joseph I. 
France of Maryland to throw the con- 
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”, ionic on its first dose of Chicago vention into a panic, a move fine from \ 


the start was hopeless. Mr. France, a 


candidate before the convention him- | 


self, conceived the idea of a coup by 


which he would seize the platform and ~ 
place in nomination that idol of post- 


war and pre-Hoover Republicanism, 


Calvin Coolidge. Mr. France gained 
the platform all right, but his strate- 
gy came near writing him down as the 
perpetrator of a misdemeanor under 
the ordinances of Chicago and laws of — 


the State of Illinois. Before he could 
utter a word, he was grabbed by police 
and rushed from the platform. 

In the balloting that followed, Mr. 
Hoover received 1,12614 of the 1,154 
votes. Senator France received 4; 
Coolidge, 444; Dawes, 1; John J. 
Blaine, the Wisconsin “insurgent,” 13, 
and former Senator Wadsworth of 
New York, 1. Three delegates did not 
vote and one was marked absent. 

As one revolt was squelched, an- 
other died aborning. While the prohi- 
bition battle was waxing warm, word 
came from Washington that Charles 
G. Dawes, recent president of the Re- 
construction Finance Corporation, had 
withdrawn himself from all consider- 
ation as a nominee for the Vice Presi- 
dency. His “No” had crushed the 
drive to unhorse the former jockey, 
Charles Curtis of Kansas, as Mr. 
Hoover’s running mate. With Mr. 
Dawes completely out of the race, the 
opposition to Curtis tried to centre on 
some one else. The Texas delegation 
had led the flight away from Curtis, 
and others were following one by one, 
but the emphatic Dawes ‘“‘No’’ was re- 
inforced by whatever it was that came 
over the private wire from the White 
House, and there was scurrying back 
to the standard of the Kansan. 

Colonel Hanford MacNider, Minis- 
ter to Canada and hero of the dough- 
boys, was put forward. Major Gen. 
James G. Harbord of New York was 
put up to tempt the ex-service men, 
as was General Edward Martin of 
Pennsylvania. Favorite sons were 
trotted out, and Representative Snell 
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of New York, permanent chairman of 
the convention, was placed in nomi- 
nation by the Texas contingent as a 
reward for his services. Before the 
balloting started six names had been 
entered and six more were placed in 
nomination during the roll-call. Vice 
President Curtis was 1914 votes short 
of renomination at the end of the first 
ballot. Then it was that Pennsylvania, 
just as she had done for Mr. Hoover 
when he was first nominated, came to 
the rescue. The delegation changed its 
75 votes from Martin to Curtis. The 
Kansas delegation raised its standard 
and started a demonstration. R. B. 
Creager of Texas, who had engineered 
the Dawes boom, moved that the 
nomination be made unanimous. 

Then, with adoption of a few reso- 
lutions the Republican convention of 
1932 passed on to the archives of party 
history three days after it was begun. 
Everett Sanders of Indiana was sub- 
sequently made chairman of the Re- 
publican National Committee, to 
become, in fact, manager for the 
Hoover-Curtis ticket. 

Three days after the Republicans 
had taken their signs down from the 
doors along the “‘B” floor of the Con- 
gress Hotel the Democrats began to 
set up shop. The first to come were 
the Roosevelt forces. Headed by James 
A. Farley, they took over a whole sec- 
tion of rooms, departmentalized their 
headquarters and before many days 
had passed were operating a major in- 
dustry in the city of Chicago. 

Then came backers of Alfred E. 
Smith, Speaker John N. Garner, Gov- 
ernor Albert C. Ritchie of Maryland, 
former Governor Harry Flood Byrd 
of Virginia, Melvin A. Traylor of Illi- 
nois, James A. Reed of Missouri and 
William A. (Alfalfa Bill) Murray of 
Oklahoma. Headquarters were set up; 
incoming delegates and visitors were 
deluged with literature and bedecked 
with badges; signs appeared in the 
lobbies and waiting rooms telling of 
the strength of this and that candi- 
date, and fervent souls strode the 
passageways venting their views on 


economies, prohibition, the two-thirds 
rule or the right of Senator Huey P. 
Long to handpick a Roosevelt delega- 
tion from Louisiana. 

The actual work of the convention 
was begun on Wednesday, June 22. A 
committee on resolutions already had 
been formed out of members desig- 
nated by various State delegations be- 
fore arriving in the city so that the 
task of writing the platform could be 
begun. 

It was thought at the outset that 
a fight would be waged for control of 
the convention between friends of 
Governor Roosevelt and those op- 
posed to his nomination. The first 
flourish of the contest occurred that 
first Wednesday when a subcommit- 
tee, designated by John J. Raskob, re- 
tiring chairman of the Democratic 
National Committee, undertook the 
responsibility of passing upon dele- 
gate contests in Louisiana, Minnesota 
and Puerto Rico. The Roosevelt forces 
rose up in open defiance of the regu- 
lar party organization—a defiance 
which was to continue until the Smith- 
Raskob-Shouse organization had been 
completely overthrown. 

Led by Senator Long, self-styled 
“Kingfish” of Louisiana, the so-called 
“regular” delegations refused to sub- 
mit their contests to the subcommit- 
tee. Senator Long used strong lan- 
guage in characterizing the group, 
and pulled the cat right out of the 
bag with a declaration that it was a 
move to throw out three groups of 
delegates pledged to Roosevelt. He 
was upheld by the full committee, 
later by the credentials committee 
and by the convention itself. 

The preconvention parleys brought 
on more controversy. As each candi- 
date arrived, new fuel was added to 
the fire. A “Stop Roosevelt” move- 
ment developed in no uncertain pro- 
portions and proudly bore the name, 
The pro-Roosevelt movement to con- 
trol the convention, get the nomina- 
tion and get it quickly was in evi- 
dence on every hand. This was noted 
by friends of former Governor Smith, 
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movement was centring. Mayor Frank 
Hague of Jersey City felt it so keenly 
that he came out boldly with a state- 
ment, issued from the Smith head- 
quarters, telling the whole convention 
that Governor Roosevelt would be the 
weakest candidate that could be 
named at the convention, too weak to 
carry the Eastern seaboard. 

By the time the convention as- 
sembled in solemn session at noon on 
June 27, rough sailing was indicated 
on the weather chart. During the 
hectic preconvention days Governor 
Roosevelt’s forces, sure of a majority 
of the delegates but somewhat short of 
the two-thirds majority as required 
by the 100-year-old custom of the 
party, decided to change the rules at 
that stage of the game. This loomed 
as the first big test, and then there 
was the determination of the Roose- 
velt people to elect Senator Thomas J. 
Walsh of Montana as permanent 
chairman, instead of Jouett Shouse, 
who was put forward by the old or- 
ganization. The Roosevelt interests 
staked their all on the outcome of 
these skirmishes. They realized that a 
defeat on any one of them might mean 
such defections from their fold as 
could not be filled in time to prevent 
some “dark horse” from scampering 
home with the nomination. 

Into this confused situation walked 
the tall, soft-spoken but crafty Wil- 
liam Gibbs McAdoo. He was welcomed 
as a convention delegate, and enjoyed 
a bit of acclaim in the Garner fold as 
the leader of the forty-four delegates 
from California. Mr. McAdoo’s views 
were solicited on the various contro- 
versial matters and written down as 
worth just forty-four votes, or the 
number from California. He was for 
retention of the old two-thirds rule; 
he was for Mr. Shouse as permanent 
chairman; he had no second choice 
for the Presidential nomination; he 
was for Garner, first, last and always. 
Mr. McAdoo shook hands warmly with 
many people, including former Gover- 
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- around whom the “Stop Roosevelt” 


nor Smith, with whom he fought it 
out at the Madison Square Garden 
convention. He was complimented on 
how well he wore his 69 years, and 
was assigned a not too conspicuous 
place on the floor of the convention. 
He was placed on the resolutions com- 
mittee, and led a futile effort to have 
the party declare for the guarantee of 
deposits in member banks of the Fed- 
eral Reserve System. In fact, he was 
received just as any other good Dem- 
ocrat, plus whatever additional atten- 
tion went to him by his having been 
in the Wilson Cabinet and in the Mad- 
ison Square Garden fiasco. The con- 
vention was to hear from him, how- 
ever, and from his forty-four votes. A. 
finger of destiny had touched him the 
minute he landed in his own airplane 
at the Chicago airport. 

An air of expectancy permeated the 
entire assembly on that first day of 
the Democratic convention, June 27, 
It cannot be said that the Democrats 
were restrained by it; they decidedly 
were not. They were on their marks 
during the “keynote” speech of Sena- 
tor Barkley of Kentucky. They pa- 
raded at the least provocation and 
went wild at the mere mention of pro- 
hibition repeal. The convention got 
over that first day without much con- 
troversy. 

Trouble, however, started that night 
in the committees. All eyes centered 
on the rules committee to see what 
it would do with the age-old two- 
thirds rule. Prohibition and all else, 
including “Kingfish” Long’s contest, 
were forgotten for a while. On this 
issue Roosevelt and “Stop Roosevelt’ 
forces joined battle. Coming to the 
convention with an actual majority of 
the States committed to their candi- 
date, the Roosevelt legions were suc- 
cessful in the first skirmish over the 
rule. Seeking to change the rule and 
at the same time to cause as little 
defection as possible among the South- 
ern delegates, the committee voted 
thirty to twenty for a resolution pro- 
posing retention of the two-thirds rule 
for six ballots, after which the con- 
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vention itself should vote whether hung up over the prohibition plank, 


to continue with the existing order or 
change to a mere majority nomina- 
tion. This was presented as a certain 
cure for a deadlock; there was much 
fear apparent that Democrats of 1932 
would revert to 1924 tactics. 

_ All the persuasion of the Roosevelt 
stalwarts could not change the posi- 
tion of representatives of the twenty 


- States that voted against the proposal. 


And in that score of States, figuring 
defections both ways, were 601 votes 
against changing the rule. This did 
not become apparent until some time 


‘after the rules committee adjourned, 


but when it did, the Roosevelt forces, 
with lightning speed and acting on 
advice from the Governor in Albany, 
called off the fight. The rules commit- 
tee was summoned to a hasty session 
the next morning to rescind its action 
of the night before, thus preventing 
a test on the floor which the Roose- 
velt forces calculated they would lose. 

The Roosevelt cause was at ebb tide 
when the convention met for its sec- 
ond day. Bitter feelings had been 


_ stirred up by the two-thirds rule con- 


test, and talk of bolting among the 
Roosevelt delegations was heard. A 


_ turn came in mid-afternoon, however. 


Brought back into control after 
what one writer termed “syndicate 
leadership,” the Roosevelt hosts hit 
hard. They seated the “regular” dele- 
gations from Louisiana and Minne- 
sota by votes of 63834 to 514% and 
65814 to 49234, respectively, thus ad- 
ding to the actual voting strength of 
Roosevelt delegates, and elected Sena- 
tor Walsh of Montana permanent 
chairman over Jouett Shouse by a 
vote of 626 to 528. 

Up to this stage of the convention 
little had been heard of the platform. 
While prohibition had been the only 
question of active interest at the Re- 
publican meeting, it was so far hardly 
mentioned among the Democrats, and 
when the convention now turned to its 
resolutions committee it found it un- 
able to report. As in the case of the 
Republicans, the Democrats were 


The convention decided to wait in ses- 
sion until the resolutions body could 
report. Broadway entertainment was 


called upon to keep the delegates — 


amused, but the convention finally 
had to recess until a night meeting. 


The Democratic platform, shortest 
in the annals of the party, was born 
late in the day of Wednesday, June 
29. It was carried before the conven- 
tion by the chairman of the resolu- 
tions committee, former Senator Gil- 
bert Hitchcock of Nebraska. Its every 
paragraph was applauded, from its 
opening statement blaming Republi- 
can policies for the present economic 
plight, through sixteen of its short 
sections. When the seventeenth was 
reached, and Mr. Hitchcock read: ‘““We 
favor the repeal of the Highteenth 


Amendment,” the great hall seemed 


to explode with a burst of cheers. 
Delegates leaped high from their 
places and landed on the march in the 
largest demonstration of the whole 
convention. 


The former drys of the party of- 
fered a minority report. They asked 
that Congress propose an amendment 
repealing the Kighteenth Amendment, 
with no commitment of the party as 
to how the States should vote and 
with no provision for immediate modi- 
fication of the Volstead act. Two 
hours’ debate followed, but no Demo- 
crat took the rostrum to defend the 
present order of prohibition. It was 
during this debate that the convention 
got its first official glimpse of Alfred 
E. Smith, the standard bearer of 1928. 
A great outburst of applause greet- 
ed the “Happy Warrior’ when he 
arose to defend the majority report. 
Another candidate, Governor Ritchie, 
also addressed the convention in be- 
half of the repeal. The plank was 
adopted by a vote of 93434 to 21334, 
thus establishing the Democrats as 
the party of outright “repeal.” 

On the following day, Thursday, 
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By JULIAN S. Mason 
Editor-in-Chief, The New York Evening Post 


T is the habit of Americans to per- 
mit their city governments to fall 
into the lowest forms of political 
corruption and then to jerk them up- 
ward to comparative decency by out- 
bursts of investigation and reform. In 
the Winter of 1930 and 1931 the logic 
of affairs seemed to make inevitable 
another of these periodic checks upon 
the administration of the government 
of the city of New York. In March 
1931, therefore, the Legislature of the 
State at Albany put through a resolu- 
tion providing for such an inquiry. In 
the year that has followed, there has 
been etched the picture of the munici- 
pal political system that faces the 
citizens of New York today. 

There are those who think that it 
may be the last of the great investiga- 
tions, because, after each investiga- 
tion, corruption, takes warning and 
digs itself more deeply in. As in war- 
fare, defensive armor has developed 
to meet the lessons learned under the 
last heavy attack. Graft is not as raw 
as it was in the days of Boss Tweed, 
or as it was years later in the investi- 
gation of New York’s government by 
the Lexow legislative committee and 
that fearless clergyman, the Rev. 
Charles H. Parkhurst. The next inves- 
tigation will almost surely not have 
at its command the main weapon em- 
ployed by this one. There will be no 
bank accounts to subpoena into court. 
Transactions will more than ever be 
in cash; bank accounts will be kept 
abroad, where no demand by an Amer- 
ican Legislature can produce them. 

These fundamentals were not under- 


stood by the public a year ago when 


the agitation culminated for an in- 
vestigation into the conduct of New 


York City affairs by Tammany Hall, 

the Democratic organization which 

has controlled the city, with short in- 

terruptions, for almost three-quarters 

of a century. But the public conscience 

was shocked in 1930 by the revelation - 
of corruption in the magistrates’ 

courts where justice is dispensed most 

directly to the people. 

The Republicans took the issue to 
Franklin Delano Roosevelt, the Demo- 
cratic Governor of New York. Though 
they had control of both chambers of 
the Legislature they asked him to de- 
mand of that body an investigation of 
the Democratic city government cen- 
tred in Manhattan’s old City Hall. He 
refused, with a show of propriety and 
an evasion of active moral leadership 
that has cost him so much thoughout 
the whole course of the investigation. 
However, he said that he would ap- 
prove such an investigation and sign 
the appropriation bill for it, if the 
Legislature should present it to him. 
This was done on March 24, 1931. 
Two weeks later the investigating 
committee was named with Senator 
Samuel Hofstadter, Republican, of 
New York City, as chairman. It was 
made up of a majority of Republican 
Senators and Assemblymen, and a mi- 
nority of Democrats chosen by Tam- 
many Hall, the institution that was 
actually to be investigated. Those 
Tammany men, throughout the whole 
investigation, instead of representing 
their State as investigators, have 
thrown every possible obstacle in the 
path of the inquiry. 

On April 8 the committee chose its 
counsel—always the most important 
element in these investigations. For 
instance, Charles Evans Hughes, now 
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Chief Justice of the United States 
“made” the New York life insurance 
investigation and his own public ca- 
reer when he took charge as counsel 
for the Armstong committee at the 
turn of the century. The Hofstadter 
committee immediately appointed as 
its counsel Samuel Seabury, who has 
had complete control of the course of 
the investigation. It was so nominated 
in the bond. He refused to take the 
job until given an absolute guaran- 
tee to that effect by the Republican 
majority of the committee at the be- 
hest of the Republican State Chair- 
man, W. Kingsland Macy. A lawyer 
of the highest standing, a former 
judge and, a strong, if defeated, can- 
didate for the Governorship of this 
State, Mr. Seabury could not be ex- 
pected to undertake the responsibil- 
ities of such a task without the power 
to accomplish it. 

Judge Seabury gathered about him 
a group of young lawyers of the high- 
est degree of ability and civic patriot- 
ism. Their relations with him have 
been marked by a complete frank- 
ness, an unfailing eagerness and an 


‘absolute devotion. It is my prediction 


that our political life will eventually 
hear from these young men to its 
own advantage. They were ready and 
willing to undertake the dry-as-dust 
examination of bank books, vouchers, 
accounts, city records and miscella- 
neous documents of volumes vast 
enough to appal the stoutest heart. 
He subdivided these public-spirited 
youngsters into teams. Each team was 
assigned to inquire into each office 
or officer in the city government. It 
is my opinion that so well does mod- 
ern political corruption cover itself 
that only the keenest intelligence and 
the most unflagging effort—plus luck 
—could have uncovered what they 
have uncovered. What they have 
missed may be—must be—far larger 
than the purely legal evidence which 
they have presented. 

With this little army around him, 
Judge Seabury in June, 1931, started 


the long march which was to end a 
year later when, just before the Dem- 
ocratic National Convention, he filed 
with Governor Roosevelt a record and 
an analysis of the evidence against 
the fitness of James J. Walker to 
remain in office as Mayor of New 
York. Under the city’s charter the 
Governor has complete power to re- 
move the Mayor from office. Presenta- 
tion of the evidence in the case lies in 
the hands not of the committee but 
of the committee counsel or of private 
citizens. Under the law, all that the 
committee has to do is to report to 
the Legislature by January, 1933, its 
findings and its recommendations for 
changes in the city’s charter. 

It was inevitable that Seabury’s 
march should lead him to Mayor 
Walker’s door. The committee’s com- 
mission was “to investigate, inquire 
into and examine * * * the conduct of 
the municipal government of New 
York.” The Mayor personified that 
government. His leadership of the 
defense stood out as clearly as did 
Seabury’s conduct of the offensive. 
Walker was the Mayor of New York, 
twice elected to that almost national 
office, the second time by an over- 
whelming plurality. He was also Tam- 
many Hall; that is to say, he had de- 
feated “the new Tammany” of former 
Governor Alfred E. Smith and had 
established his friend John F. Curry 
as boss. Walker had had long legisla- 
tive experience as Democratic leader 
in the Senate at Albany. He was a 
picturesque and charming figure, 
known all over the United States and 
Europe as the very personification 
of New York. Indeed, he is today as 
nearly an exact representative of his 
city, with all its strength and weak- 
nesses, aS our system can produce. 

Seabury laid siege to Walker in a 
manner new to the annals of these 
investigations. We might call it the 
“encircling” method. That is to say, 
the attack was begun on the outly- 
ing areas of the citadel. He started 
at once the invesigation of “every city 
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department and bureau having discre- 
tionary power in granting permits or 
licenses.”’ Along these avenues the 
simpler forms of graft, if any, were 
obviously to be found. I do not mean 
that this graft was small; on the 
contrary, the evidence showed it 
to be vast, in the aggregate. This 
outer circle once established, Seabury 
moved toward the inner circle where 
far greater sums were collected 
through the more subtle use of polit- 
ical power for private gain. He 
sought to show that more important 
city officials and more influential 
leaders of Tammany Hall were guilty 
of practices defeating a fair and 
proper management of municipal af- 
fairs. This inner circle established, he 
next moved aganst the boss and ex- 
boss of Tammany Hall, Curry and 
George Olvany. Then, finally, he came 
to the Mayor himself. It was as if 
Judge Seabury had reversed the proc- 
esses of nature by which a stone 
thrown into a calm pool produces 
rings of wavelets growing wider in 
circumference. He took the waves and 
drove them inward, ever inward, until 
they beat upon the spot where the 
troubling of the waters originated. 


The calendar of the investigation 
does not show, to revert to the orig- 
inal figure, that the sapping and min- 
ing operations were always conducted 
with equal success. Sometimes, as in 
war, one part of the line would create 
a salient in advance of the rest. But, 
in the main, the record shows that 
the commander-in-chief conducted, in 
an orderly and regular progress, his 
encircling attack and drove it home, 
at the last, with the shock troops of 
culminating evidence. 

All through the Summer of 1931 the 
outer circles were under an investiga- 
tion. Judge Seabury’s young men 
brought forward facts—and startling 
and scandalous facts they were, too— 
about strange happenings in the De- 
partment of Purchase; about building 
permits and dumping permits; about 
the dance-hall ‘racket’; about viola- 


tions of fire rules; about gambling in 
political-social clubs; about taxicab 
graft and all the lesser malpractices 
of the Tammany system. 

In one of the hearings before the 
Hofstadter committee Judge Seabury 
said: “In every department we are 
going into * * * you will find public 
officeholders with large funds as to 
which they are unable to account by 
any reasonable explanation. * * * 
Your Honors will see many represen- 
tatives of different departments, these 
amazing creatures who take the stand, 
admit sums of this kind and give you 
a cock and bull story that is just as 
amazing as they are.’’ On the other 
hand, Samuel Untermyer, speaking 
for the Tammany war board, answered 
this in The New York Times in De- 
cember, 1931, when he said: “Assum- 
ing that there is much that is sus- 
picious and unbelievable, there has 
been no crime or concrete ground for 
removal uncovered. The trouble with 
Judge Seabury’s method is that he ap- 
parently does not bore deeply. He 
skims the surface and then skips from 
one subject to another, with every- 
thing left to conjecture. You cannot 
remove from office, much less indict 
or convict men on mere suspicion and 
inference.” 


Nevertheless, Governor Roosevelt, 
in the most bravely moral action that 
he has taken in connection with the 
investigation, did actually remove 
from office Sheriff Thomas M. Far- 
ley on “suspicion and inference.” The 
Governor laid down the sound rule of 
public policy that a public official 
cannot be free of suspicion of im- 
proper conduct when he cannot ex- 
plain large sums of money deposited 
in his bank accounts far above his 
official salary. Mr. Untermyer, too, 
did not see or did not admit the cumu- 
lative power of the encircling evidence 
which he described as skimming and 
skipping. 

During that first Summer of 1931 
Mr. Seabury’s circle of evidence, nar- 
rowing inward, produced, as I have 
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bus franchise of the Equitable Coach 


Company and of his financial relations 


with his financial agent, Russell T. 
Sherwood; there was also the intro- 


- duction of the name of former Tam- 


many Chief Olvany in connection with 
dock leases and rulings from the 
Board of Standards and Appeals; 
there was, thirdly, the appearance of 
Mr. Curry, Tammany’s present chief, 
as a participant in the effort to pre- 
vent the Hofstadter committee from 


getting the testimony of William F. 
‘Doyle, a veterinary surgeon with mar- 
-velous influence upon the Board of 


Standards. 
The committee began the investiga- 


tion of the Equitable Coach Com- 


pany’s activities on July 10, 1931. As 
the use of the automobile had in- 
creased in the city, it had been be- 
coming more and more evident that 
the traffic-blocking, slowly-moving 
outworn trolley car system would have 
to give way to the modern motor bus. 
The city had been startled some 
months previously when Mayor 
Walker had gaveled through the 


Board of Estimate a franchise for 


the Equitable Coach Company which 
was afterwards disallowed by the 
Transit Commission. Therefore, when 
Judge Seabury announced that he 
would begin taking “private testi- 
mony” on the granting of this fran- 
chise, people knew that he would 
eventually ask Mayor Walker why 
this company had been preferred 
above others which offered larger cash 
guarantees, more buses and longer 
routes of service. He did so, in the 
climactic phase of the investigation, 
when he put Mayor Walker on the wit- 
ness stand in May of this year. “Pri- 
vate testimony,” by the way, meant 
the testimony given by witnesses in 
camera, before Judge Seabury and his 
associates. Under the rule adopted, 
this testimony had to be brought out 


said, salients where the advance was . 
more rapid than the general pace. 
- These salients were the preliminary 
connections of Mayor Walker with the 


again in the open hearings beter ite oN, 


could be put into evidence. 

The Olvany salient was crested 
mainly by what came to be known as 
the “dock cases.” The North German 
Lloyd wished to rent one of the city- 
owned piers. Although the company’s 
attorneys testified that such a thing 
was unnecessary in any other city in 
the world, it felt itself compelled to 
hire a political go-between, William H. 
Hickin. The company was assured that 
David Maier, a close friend of Mayor 
Walker and a companion on his last 
trip to Europe, had to be approached. 
Maier, it was testified, said that the 
matter could be arranged for $2,500 or 
$3,000, but that Hickin would have to 
be retained as attorney. It eventually 
cost the steamship line $50,000 before 
it could even have its application 


placed before the Dock Commissioner, ~ 


to whom the city’s charter requires 
that it go first. 


“Running through that condemnation 
proceeding we find, back-stage, the 
Honorable George W. Olvany, then 
the leader of Tammany Hall.” So said 
Seabury in his formal Intermediate 
Report to the Hofstadter committee, 
on Jan. 25, 1932. Seabury also found 
back-stage Traugott F. Keller, Chief 
Engineer of the Department of Docks. 
Keller, after his “private testimony,” 
and while on his way to further in- 
vestigation, “either fell or was pushed 
in front of a subway train and was 
killed instantly.” It is also shown, in 
Exhibit B16 of this report, that the 
bank deposits of Mr. Olvany’s law 
firm between 1925 and Nov. 5, 1931, 
totaled $5,283,032.19. A footnote adds: 
“The deposits quoted above represent 
only a part of the income of the firm; 
some of its fees are not included in its 
bank accounts.” Judge Seabury sum- 
marized the North German Lloyd case 
by saying that it is “evidence of the 
subtle system by which graft is now 
extorted, to wit, the interposition of a 
lawyer to whom the money is passed 
under the guise of legal fees.” 
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ie - Before I leave the “dock cases” I 


must add a picture of one of its fea- 
tures that showed Judge Seabury’s in- 
tent to make the investigation as non- 
partisan as possible. He called to the 
stand E. C. Carrington, president of 
the Hudson River Navigation Corpo- 
ration, then Republican candidate for 
the presidency of the Borough of 
Manhattan. He ruined Carrington’s 
chances of election by compelling him 
to admit that in his company’s nego- 
tiations over the condemnation pro- 
ceedings on the North German Lloyd 
pier site he had secretly retained the 
law firm of Olvany, Eisner and Don- 
nelly, of which Judge Olvany, then 
leader of Tammany Hall, was senior 
partner. “I quite approve,” testified 
Mr. Carrington, artlessly, ‘‘of the idea 
that the head of Tammany might be 
quite helpful to the company in this 
situation.” It is quite possible that Mr. 
Carrington’s artlessness, rather than 
his willingness to deal with a rival and 
corrupt political organization, was the 
reason for his devastating fall in the 
eyes of the voters. At any rate, the 
voters in New York defeated him, and 
have since shown as little “moral in- 
dignation” over the Seabury dis- 
closures as has Governor Roosevelt 
himself. 

The third salient again involved the 
Olvany law firm. It also involved Mr. 
Curry, present boss of Tammany Hall. 
It further involved the eight years’ 
deposits of $1,007,367.72 made by Dr. 
Doyle, the humble veterinary surgeon, 
mentioned above, whose main “prac- 
tice’ appears to have been before the 
Board of Standards and Appeals. He 
took his fees from this practice and 
deposited only a portion of them. He 
admitted “splitting” his fees but, as 
Judge Seabury’s report says, “except 
in a few minor cases he says he does 
not remember with whom.” Judge 
Olvany testified that while he was 
Tammany leader he used to ask the 
Chairman of the Board of Standards 
to come up to Tammany Hall and talk 
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over the cases with him. He declared 
that he never discussed cases in which 


his own law firm was interested. _ 


Judge Seabury reported to the com- 


mittee, concerning the latter state- — 


ment, “I do not accept it as credible.” 


As in all American prosecutions, — 


the law or the courts or the rules of 
court practice constantly interpose 


barriers to benefit the pursued and 


handicap the pursuer. The contempt 


case of Dr. Doyle I take as the best _ 


example of this, because of its reve- 


lation of the back-stage connection Mas 


between organized politics and the 


judges that it nominates. Doyle re- 
fused to testify as to whether he had — 


bribed a public official. He based his 
refusal on the fear of self-incrimina- 
tion. He persisted in this refusal, 
although the committee voted him 


immunity. The Hofstadter committee 


then cited him for contempt and Su- 
preme Court Justice Black sentenced 
him to thirty days in jail. Doyle’s law- 
yers arranged with Justice Harry R. 
Sherman of the Appellate Division, by 
telephone to the latter’s home at Lake 


Placid, N. Y., to grant a stay andare- . 


lease on bail. Seabury was not given 
a chance to be present at this hearing, 
previous to which it was established 
that a telephone call was made from 
Mr. Curry’s New York apartment to 
Judge Sherman’s Lake Placid home. 
Mr. Curry on Aug. 14, 1931, ad- 
mitted the telephone call. He said that 
he made it because he was “interested 
in any Democrat in the great city of 
New York,” and that he had been 
“expecting some one to test the com- 
mittee’s powers to grant immunity.” 
Justice Sherman’s stay was only a 
matter of a few days, as the Appellate 
Division soon upheld Doyle’s sentence 
for contempt. When this decision was 
taken to the Court of Appeals this 
highest tribunal of the State of New 
York sustained the contempt sentence, 
but held that the committee had no 
right to grant immunity without an 
act of the Legislature. Thereupon, the 
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Legislature, called into special session 
by Governor Roosevelt, granted this 
power. At the cost of long delay and 
of many, many thousand dollars to 
the taxpayers, we thus see the com- 
mittee allowed to proceed on the plain 
and just course laid before it. And we 
see Justice Sherman absolved by the 
Bar Association of any impropriety, 
though the intervention of Mr. Curry 
was described as “unfortunate.” 

“The truth of the matter was,” 
Judge Seabury reported to the com- 
mittee, “that the political organization 
with which Doyle had had his rela- 
tions was taking up the cudgels when 
an exposure of those relations was 
threatened, particularly when there 
was danger that continued incarcera- 
tion might weaken Doyle’s resistance 
to this disclosure.” 

In the meantime the outer circles 
of evidence were being steadily built 


by Judge Seabury. On the theory that 


repeated instances of the receipt of 
large and unexplained sums of money 
by lesser officials must lead inescap- 
ably to the conviction that there was 
something wrong with the system and 
the higher officials who appointed 
them, he laid bare with deadly accu- 
racy these ‘money mysteries” in the 
affairs of successive appointees of 
Tammany Hall. He made Sheriff 
Thomas M. Farley testify that his un- 
explained bank deposits of $365,000 
came mostly from two “wonderful 
boxes” in his home. Farley and Culkin, 
his predecessor in office, were after- 
ward indicted for grand larceny in 
appropriating the interest on public 
funds put in their charge. The juries 
refused to convict, but Governor 
Roosevelt, on the high grounds of 
public morality, which I have stated 
above, removed Farley from office. 
Farley was the head-liner in this 
performance, After him came James 
A. McQuade, Registrar of Kings 
County, who testified that most of his 
bank deposits of $547,000 he had bor- 
rowed to support his family—‘‘the 
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other thirty-three McQuades.” Next 
came Harry C, Perry, Chief Clerk of 
the City Court, who said he “probably 
had won some bets,” in trying to ex- 
plain deposits of $135,000. Next came 
Michael J. Cruise, City Clerk, with 
deposits of $143,000. There was the 
marriage clerk, McCormick, the Un- 
der-Sheriff Curran, and a long line of 
political leaders and city officials 
with incomes beyond their salaries— 
large and unexplainable. 

Through it all ran the committee’s 
search for Russell T. Sherwood, who, 
testimony showed, had rented a joint 
safe deposit box with Mayor Walker. 
There is a sizable list of these miss- 
ing witnesses. Judge Seabury in his 
report mentions especially Charles 
Brady, Superintendent of Buildings in 
Manhattan, and John O. Lewis, Chief 
Engineer in the same office. It took - 
weeks to bring into court State Sena- 
tor John A. Hastings, close friend of 
Mayor Walker, and the main figure 
in the Equitable Coach Company ne- 
gotiations. Sherwood they never did 
bring to court. He was last heard from 
when a correspondent of The New 
York Evening Post discovered him in 
Mexico City. The absence of his tes- 
timony must be held in mind in weigh- 
ing the probable guilt or innocence of 
Mayor Walker in his duel on the stand 
with Judge Seabury. 

This final encounter began on the 
morning of May 25, 1932, in a court 
room in the octagonal court house of 
New York County, which was once a 
nine-day architectural wonder in this 
brilliant and beautiful city. The Hof- 
stadter committee filled a broad dais 
usually reserved for a judge alone. 
Seabury leaned easily against the rail 
to the left. Directly in front of him 
Mayor Walker, without ceremony, 
slipped into a raised armchair, called 
the witness stand. To Seabury every- 
thing seemed to be an easy, everyday 
matter. To Walker everything seemed 
to be a fighting ground. Seabury, with 
a charm, in its own way as strong as 


Walker’s, looked blandly off into 
space. Walker, squaring his shoulders, 
with his elbows half thrust out, as 
his imitator does in filling the part 
of John P. Wintergreen in the musi- 
cal comedy, Of Thee I Sing, darted 
anxious eyes here and there over the 
room. He was not a lion at bay; he 
was a Silken panther, seeking his 
friends and his enemies before he 
joined the inevitable battle. 

The battle was joined. Seabury faced 
Walker with a piercing questioning 
upon the fifteen “conclusions” which 
on June 8, 1932, he presented to Gov- 
ernor Roosevelt as possible reasons 
“that the Honorable James J. Walker 
should be removed from the office of 
the Mayor of the city.” 

The first conclusion was that the 
Mayor had accepted thirty-three 
bonds valued at $26,000 from J. A. 
Sisto, who was interested in having 
New York City limit the number of 
taxicabs operating within its limits. 
Then followed evidence that the 
Mayor, in violation of the city’s char- 
ter, owned ten $1,000 bonds of the 
Reliance Bronze and Steel Corpora- 
tion, which sold the city 104 traffic 
light standards. The strange award- 
ing of the Equitable Coach Company 
franchise was a subject for the keen- 
est interchange between the two 
duelists. Seabury, suave, well dressed, 
well mannered, asked his questions 
with Jove-like calm. Walker was slang- 
ing his interlocutor under his breath, 
as a baseball coach, back of first 
base, tries to rattle the pitcher. 
Walker wise-cracked and was cheered. 
He made stump speeches and was 
cheered. He uttered flat denials and 
was cheered. Seabury was cheered 
only once, when he lashed out at the 
Tammany claque which did the cheer- 
ing for Walker. 

Yet Seabury pursued relentlessly 
his encircling tactics, Despite Walker’s 
denials, he brought out evidence to 
show “that the Mayor improperly 
made possible and facilitated the pur- 
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chase of three hundred shares of In- 
terstate Trust Company stock,” an 
“inside” favor which apparently ben- 
efited the promoters of the Equitable 
bus franchise. Seabury showed that a 
letter of credit for $10,000, to finance 
the Mayor’s trip abroad, was pur- 
chased by J. Allan Smith, an Equi- 
table promoter, and that Smith “took 
care of” an overdraft of $3,000 made 
in the Mayor’s name. He showed the 
Mayor receiving large ‘‘beneficences,” 
amounting to from $10,000 to $246,000 
from people whom his Honor ex- 
plained had been merely his “friends.” 

The Mayor spent two days on the 
witness stand. Then, with great 
promptness, Governor Roosevelt re- 
quested and obtained from Judge Sea- 
bury the whole evidence in the case, 
and an analysis of it. This received, he 
appointed two attorneys to advise him 
as to the interpretation of thousands 
of pages of testimony. He then called 
upon Mayor Walker to answer the 
charge. To the surprise of most politi- 


cians, the matter then went over until. 


after the Democratic National Con- 


vention. It is not yet clear whether, in 


the convention, Tammany did or did 
not withhold its votes from Governor 
Roosevelt’s Presidential candidacy be- 
cause of the Seabury-Walker inquiry. 

As I write these lines, the Governor 
has not yet made his decision. It seems 
to me that it is quite possible for a 
lawyer’s mind to build up a legalistic 
case upon which the Mayor need not 
be removed from office. But it also 
seems to me that no man with a sense 
of the proprieties of office and with a 
capacity for moral indignation can 
read this record of Tammany Hall 
without believing that some one should 
be punished for it. At any rate, it is 
believed by the deeper student of our 
municipal government that if the Sea- 
bury investigation does not lead to the 
removal of Mayor Walker, we might 
just as well hand Tammany a blank 
check and look forward to never hav- 
ing an investigation again, 
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By HERBERT J. BURGMAN © 


(Mr. Burgman, a native of Minnesota, 
is a graduate of the University of Berlin 
and the author of Die Agrarkrisis in den 
Vereinigten Staaten. He has been a resi- 
dent of Germany for the past twelve 


years. ] 


APITALISM in Germany has come to 
C a dead end, but it has not broken 
down, as many thought when the 
government in December last decreed 


a 10 per cent reduction of prices, 


wages and rents; the right to cancel 


leases; a moratorium on mortgages 


until Dec. 31, 1933, and lower interest 
rates on private debts yielding over 


6 per cent. Ever since the war, rents 


have been fixed by law, with housing 
accommodation allocated by priority 
of registration; since 1923 wages have 
been regulated by the government; 
and since 1925 prices have been in- 
directly determined by the tariff. 
Nevertheless, profound changes 
have been taking place in German eco- 
nomic life and, as we shall see, in one 
sense it is quite true that capitalism 
no longer exists in Germany as it did 
during the nineteenth century, the only 
period when it flourished in its pure 
and unadulterated form. Even a gen- 
eration ago German capitalism was 
already losing some of its chief char- 
acteristics. Today it still retains its 
profit-seeking motive and still pushes 
forward along the path of the tech- 
nological revolution, but with this 
enormous difference—that it is no 
longer individualistic and free, but 
collectivized and restricted in every 
direction. A system of protective tar- 
iffs, monopolies, subsidies and social- 
ization of losses has superseded free 
competition and individual risk. Those 
are the outward signs of the crisis 
which German capitalism has reached. 
German business men themselves 


were the first to undermine the Ger- 
man capitalist system. Long before 
the war workmen were deprived of the 
right of collective bargaining, while 
manufacturers were organized into 
cartels to eliminate competition. The 
government encouraged this move- 
ment, and during the war even com- 
pelled the formation of cartels. After 
the revolution of 1919 the cartels or- 
ganized the Federal Association of 
German Industry, which continued to 
dictate economic policy—except as re- 


gards the workmen, who were more or — 
less protected by the new Constitution. — 


Firms belonging to a German cartel 
remain legally independent, but are 
able to exercise collective control of 
the market by restricting production 
to quotas and by fixing prices. Mar- 
keting is often left to the central of- 
fice of the cartels. Prices are usually 
based on the cost of production in 
the most inefficient plant plus a 
profit, although they are sometimes 
set on a lower scale, and then the 
cartels subsidize the weaker plants. 
The cartels thus tend to save all mem- 
bers and prevent the healthy weeding 
out of the inefficient, with the result 
that during a crisis efficient and in- 
efficient concerns go into bankruptcy 
arm in arm. The formation of cartels 
is not entirely voluntary on the part 
of manufacturers, but is in part dic- 
tated by economic forces. Capital con- 
centrated in giant undertakings 
makes the risk of free competition so 
great that many manufacturers pre- 
fer to help support a few obsolete 
plants than to stand by themselves 
and take the chance of being wiped 
out—with a consequent waste of capi- 
tal. When unbridled monopolies are 
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is danger of other wastes. 

Consider the case of the Ruhr Coal 
Syndicate. Like most cartels, it bases 
the quotas of its member firms on 


their potential capacity of production. 


To obtain a larger quota, coke pro- 
ducers enlarged their plants. In 1926 
there were 16,200 coke ovens with an 
annual capacity of 28,000,000 tons. In 
the following three years 4,000 new 
ovens with a capacity of 16,500,000 
tons were added. Although the poten- 
tial production greatly exceeded the 
demand and the volume of trade was 
rapidly declining on account of gen- 
eral conditions, 181 ovens with a ca- 
pacity of over 1,000,000 tons were 
erected in 1930. The quotas were in- 
creased nominally from 26,500,000 
tons to 42,000,000 tons, but there was 
not a market for this output. Conse- 
quently the quotas were lowered to 
correspond with the actual demand. 
In 1931 there were times when only 
16 per cent of the quota could be 
sold. Many ovens were not intended 
for operation, but were built merely 
to obtain a higher quota and were 
then closed down. The Frankfurter 
Zeitung estimates that over $75,000,- 
000 was wasted in the erection of un- 
necessary ovens alone. 

The cartelization of industries sub- 
ject to competition from outside Ger- 
many would be ineffective without a 
high tariff, and this was not lacking. 
With tariff protection and by limiting 
production, the cartels were able to 
maintain high domestic prices amidst 
a world depression. In April, for ex- 
ample, German domestic coal prices 
were from 7 to 27 per cent, printing 
paper about 2 per cent and cement 
from 18 to 31 per cent above pre-war 
levels. Iron prices are still higher than 
before the war and double world mar- 
ket prices. Domestic consumers have 
found it increasingly difficult to pay 
these prices, with the result that the 
decline in consumption has led to a 
continuous decline in production. 
From 1928 to April, 1932, total indus- 
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‘controlled by cartels, however, there 


trial production in Gorm any declined 
44 per cent. 


Whereas cartels throw the burden es 


of their losses upon the nation by 


obtaining indirect subsidies through | 


tariffs, other industries are subsidized 


directly. The most costly of these 
direct subsidies was in the building _ 


trade. German States and cities fi- 
nanced the building of dwellings and 
even guaranteed the firms a percent- 
age of profit on the cost of construc- 


tion. This method naturally encour- — 


aged waste, the extent of which may be 
seen from the fact that from 1925 to 


1931 nearly $5,000,000,000 was spent 


for dwellings. During the same period 


$3,500,000,000 went in erecting public 


buildings, while the expenditures on 


industrial building amounted to only 


a trifle more. 


Smaller branches of German indus- 
try have received correspondingly 
smaller subsidies. The Mansfeld Cop- 
per Mines are paid $2,000,000 annu- 
ally, although operating costs exceed 
receipts by $150,000 monthly. The I. G. 
Farbenindustrie is granted tax exemp- 
tion for synthetic benzine. Cigarette 
factories have never paid up their 
taxes. The Deutsche Luft Hansa, Inc., 
depends upon subsidies. The shipbuild- 
ing companies are aided by the sea- 
port cities. And so the story goes. All 
this was during relatively good times. 
After the depression set in the subsi- 
dizing of industry became the chief 
function of the government, which 
ceased to make public the amounts 
thus paid out. But a general idea of 
their magnitude can be gained from a 
statement made by Chancellor Brue- 
ning last Winter: “We had to jump in 
and support the banks and help indi- 
vidual industrial concerns to an extent 
far beyond that which we wished and 
far beyond that which is known to the 
public.” 

German agriculture is also subsi- 
dized. Here, as in industry, certain 
groups are favored, while others bear 
the burden. To aid 12,000 landlords in 
East Prussia the nation is burdened 
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with a sum, in the form of tariff sub- 


sidies, equal to the cost of Germany’s 
entire food requirements at world 
market prices. These landowners pro- 
duce a single crop, rye, and to main- 
tain high prices a tariff system was 
adopted which benefits them not only 
at the expense of industry but also at 
the cost of the farmers producing 
quality products. The price of wheat 
and rye in Germany is several times 
what it is in the United States. To 
compel other farmers to use rye as 
feed a high duty was placed on im- 
ported feeds. Corn, which sold for 31 
cents in the United States in April, 
cost $1 in Germany, and similar prices 
prevail for other feeds. On the other 
hand, butter, which is produced on 
small and medium sized farms, was 24 
cents a pound in April, or only 2 cents 
more than in the United States. 

In spite of this discrimination, the 
small farmers manage to earn a profit, 
though small, while the big landlords 
must be continuously aided not only 
by the tariff but also by numerous 
other forms of relief. Recently another 
government loan of $125,000,000 was 
granted. It will probably never be re- 
paid, for these landlords have never 
supported themselves and have always 
depended upon State charity. Before 
the war they were the landed nobility 


and the special protégés of the Kaiser. 


With the establishment of the Polish 
Corridor, East Prussia again received 
the special attention of the govern- 
ment, for political reasons. 

The government’s policy toward 
labor had necessarily to be in line 
with its assistance to industry and 
agriculture. Industrial and agricultu- 
ral prices are fixed indirectly by the 
tariff; wages are fixed directly by 
government officials. By restricting 
sales on the domestic market the car- 
tels hold prices at the highest level 
made possible by the tariff; workmen 
cannot accept less than the collective 
wage agreements prescribe. The coun- 
terpart to subsidies is unemployment 
relief. The unemployed were cared for 


by the Public Unemployment Welfare 
Service of the cities until 1927. Since 
then unemployment insurance has 
protected them—originally for thirty- 
nine weeks, then for twenty, and now 
for only six. Thereafter the cities must 
support them as prescribed by law. 

Unemployment in Germany has in- 
creased from about 1,000,000 in 1924 
to over 6,000,000 last Winter. Between 
Jan. 1, 1924, and July 31, 1931, the 
total amount of money paid to the 
unemployed was about $2,500,000,000, 
of which more than half was con- 
tributed by the Reich and the cities. 
This increase in unemployment has 
been mainly due to the enormous gains 
in the productivity of labor and capi- 
tal in a few short years. At the same 
time no new large-scale industries 
have been established, while exports 
have been shut out by industrial de- 
velopment in overseas agrarian coun- 
tries. 

More pertinent to the question of 
what is happening to German capi- 
talism is the fact that the government 
has gone into business on an enormous 
scale. A year ago 20 per cent of the 
capital stock of corporations was gov- 
ernment-owned, and now the percent- 
age is higher. The Reich has a com- 
plete monopoly of the railways; the 
Postoffice Department owns the tele- 
graphs, telephones and broadcasting 
stations, and practically all cities own 
their local gas, water and electric 
works, street-car and bus lines. The 
railway monopoly is protected by re- 
strictions on privately owned motor- 
truck lines; the interurban bus lines 
are operated by the Postoffice De- 
partment. The State of Prussia owns 
18 per cent of all hard-coal mines in 
its jurisdiction and produces 10 per 
cent of the coal; government mines 
produce one-fifth of the iron ore. 
Many farms and half of the forests 
are publicly owned. All larger cities 
own one or two theatres, at least one 
bathing establishment and a number 
of hospitals. 

About 53 per cent of the banking 


business was in the hands of the 
Reich, States and cities before the 
bank crisis of 1931. Only the large 
chain banks and a few small banks 
were still privately owned. Today, 
the Reich, because of last year’s sup- 
port, owns three-quarters of the stock 
of the Dresdner Bank and partici- 
pates in the management of the other 
chain banks. The Deutsche Bank 
alone required no support. 

Foreign trade has lost its free capi- 
talistic nature, not only through tariff 
restrictions but also by restrictions 
on the movement of money. The Ger- 
man Government, like many others, 
requires all inhabitants (also foreign- 
ers residing in Germany over six 
months) to surrender their foreign 
currency, bills of exchange and for- 
eign bank accounts, part of which 
in turn it rations among import- 
ers. In June importers were allowed 
a sum in foreign exchange equal to 27 
per cent of their imports two years 
ago, and government regulation of 
what may be imported is increasing. 

Foreign private debts constitute an 
abiding threat to the German curren- 
cy and whole German economic sys- 
tem. The creditors demand payment 
but refuse to take German goods. If 
this policy is continued the interna- 
tional payment balance cannot be re- 
adjusted. In 1932 Germany must pay 
819,000,000 marks interest on long- 
term loans. This increases to 827,- 
000,000 in 1937, and will not fall be- 
low 700,000,000 until after 1940. This 
year, also, Germany must pay 800,- 
000,000 marks on short-term debts. 
Germany’s trade balance has been 
sufficiently active to meet obligations 
after a fashion, but exports are fall- 
ing rapidly and it is uncertain how 
long foreign nations will purchase 
German goods. Furthermore, many 
of the commodities exported are sold 
at prices below cost and represent a 
loss to Germany. 

Chancellor Bruening, before he was 
dismissed by President von Hinden- 
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burg on May 30, tried to bring about 
a balance between industry and agri- 
culture by extensive domestic coloni- 
zation. The “industrial reserve army” 
of the cities was to be assisted in 
establishing homes and truck gardens 
within reach of part-time industrial 
employment, and the flow to the cities 
of surplus farm population was to be 
checked by energetic application of 
the Homestead Law of 1919. This 
creation of homesteads meant the pur- 
chase and splitting up of estates of 
the 12,000 East Prussian landlords. 
The landlords have always demanded 
and received under the Homestead 
Law land prices based on the value 
which the land has as a result of the 
billions of marks of annual national 
subsidy. But this price is too high 
for small farmers who receive no as- 
sistance and are burdened by duties 
on imported feed. Yet, although the 
land has been paid for with subsidies 
several times over and would be 
worthless to the landlords if the sub- 
sidies were discontinued, Chancellor 
Bruening was willing to have the 
homesteaders pay a reasonable price. 

By populating East Prussia with a 
large number of small farmers, who 
would be able to make a small profit 
and even to pay taxes if land prices 
were reasonable, the government 
planned to relieve the remainder of 
Germany of the East Prussian bur- 
den, to find an outlet for the surplus 
population, to establish a dam against 
Polish settlement in East Prussia and 
to create a market for local industry. 
The President disapproved of this 
and Bruening was relieved of his 
post. The present Chancellor, Baron 
von Papen, is a friend of the land- 
lords, and this piece of economic 
planning has, therefore, been sus- 
pended. But it must be undertaken 
eventually if Germany is to regain its 
economic and political power. So 
far the von Papen Cabinet has merely 
decreed an increase of taxes on all 
wages and salaries below $175 per 
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~ month, a tax on salt of 1%4 cents a 


pound and taxes on sales of less than 


$1,190 annually (hitherto exempt). 


The decree also reduces the unem- 
ployment insurance and public wel- 
fare benefits. Food prices remain as 
heretofore. 

In Germany the belief prevails that 
under the present system the direc- 
tion of private business by govern- 
ment decree cannot continue. On the 
other hand, the German economy, as it 
is organized today, is unable to adjust 
itself. The automatic correctives of 


the capitalistic system no longer 


function. If the government should 
attempt to dissolve the cartels they 
would most probably find other 


" means of carrying on their monopo- 


listic practices. Even if they could 
be dissolved, individual firms would 


_ inerease production, with the result 


that most of them would become in- 
solvent and the situation would grow 
worse. The chain banks operate ac- 
cording to regulations issued from 


_ headquarters; any one who can fur- 
nish security receives a loan, and 


the overexpanded cartels receive spe- 
cial attention. Credit is no no case 
granted on the basis of the needs of 
German business as a whole, even if 


_ the bankers knew what those needs 


are, which they do not. 

If this analysis of the present situ- 
ation is correct, the future economic 
system of Germany must assume one 
of two forms: either it must return 
to a genuine capitalism, or the pres- 
ent system will be brought to its logi- 
cal conclusion and be entirely reor- 
ganized according to a rational plan. 

The return to capitalism does not 
depend only upon Germany. It rests 
also upon the two measures that can 
be adopted by other countries. First, 
the peace settlement of 1919 must be 
replaced by a new treaty which will 
liquidate war debts. Second, tariffs 
throughout the world must be low- 
ered. Liquidation of the war debts 
alone would be insufficient, though it 
would restore confidence in interna- 


Lvs 


tional trade, cause capital to flow to 


countries which need it, induce cap- 
italists in Germany to put their 
money back into business, and lessen 
unemployment. But Germany as a 
whole would not be much better off 
than she was in 1926-28. During those 
years confidence was more or less re- 
stored in international trade; yet Ger- 
many had about 2,000,000 unem- 
ployed, with the number increasing, 
while the middle class was rapidly 
disappearing and business was gradu- 
ally being strangled by cartels, by 
wage-fixing and by the government’s 
agricultural policy. These restrictions 
on business were possibly only behind 
a tariff wall. 

The ideal solution would be a re- 
turn to the pre-war times when Eu- 
rope exploited the overseas agrarian 


countries, but that is hardly possible. — 


Some believe that as an alternative 
Europe should form a customs union, 
or at least that those European coun- 
tries which seem more or less to 
adjust themselves to one another 
economically should form regional 
unions. This might bring temporary 
relief, but the political uncertainties 
are too great for economic recovery on 
this ground alone, and, furthermore, 
the economic possibilities of such a 
plan are limited. So far international 
negotiations toward removing trade 
barriers or establishing a customs 
union have been unsuccessful, and the 
nations have thereupon shut them- 
selves off from each other more ef- 
fectively than before. Will new at- 
tempts be more successful? If they 
are not, the days of capitalism in Ger- 
many are indeed numbered. 

The only other hope for Germany 
is central planning. Planning has, in 
fact, passed the academic stage in 
Germany and is extensively applied, 
as is evident from what has already 
been said. However, it has been faulty 
and has lacked thoroughness. The 
Nazi party has recommended a sys- 
tem of economic planning which has 
widespread support throughout the 
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plan would balance the 


cent of its output. The Nazi economic 
various 
branches of industry and agriculture 
on a domestic basis, insteady of rely- 
ing upon an international balance. To 
insure consumption, the social prod- 
uct would be more equally distributed 
among all classes and sections of the 
people. The Nazi scheme emphasizes 
domestic mass consumption, and this 
could be attained only if the entire 
economy—production, marketing and 
consumption—were controlled. 

Foreign trade would be under gov- 
ernment supervision, and Germany 
would export goods in exchange for 
the raw materials she needs and for 
the finished and semi-manufactured 
goods she cannot produce economical- 
ly. It is hoped that many imported 
raw materials will soon not be re- 
quired, that synthetic benzine will re- 
place imported gasoline, and that 
substitutes will be found for imported 
metals. 

With regard to agricultural prod- 
ucts Germany would be practically 
self-sustaining under a planned econ- 
omy. This condition could be quickly 
accomplished by using the Friedrich 
Bergius process of making sugar and 
other carbohydrates from wood. Only 
a part of the waste wood in German 
forests would be required to produce 
all the feed for cattle and the sugar 
that the country needs. The area now 
used to grow sugar beets and feed 
would become available for such prod- 
ucts now raised in insufficient quan- 
tities, and Germany would lack only 
tropical and subtropical products. The 
Bergius process is not exploited at 
present because it would ruin thou- 
sands of sugar beet growers. Under 
a planned economy the government 
would introduce revolutionary inven- 
tions, but would reorganize produc- 
tion beforehand, and if necessary, 
assist those affected by the necessary 
readjustment. In industry many rev- 
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Reich AGkye At present German in- 
dustry depends on exporting 40 per 


olutionary inventions are locked up 
in safes because they would reduce ey 
costs to a fraction and thereby wipe 
out private profits on existing invest- 
ments, which are necessary under the 


capitalistic system. 
The Nazi scheme of industrial reor- 
ganization has as its initial object the 


elimination of the present waste of — 


labor and materials by large concerns. 


There would be compulsory work for - 
every one and the practice of discharg- — 


ing men when business is slack would 
no longer be permitted. Furthermore, 
the Nazis look forward to the decen- 
tralization of capital in order to pre- 
vent the massing of people in large 
cities. Although the location of raw 
materials, labor and markets and the 
technical efficiency of plants would 


be considered, production would be 


decentralized, even if it became there- 
by less efficient, for the spiritual wel- 
fare of the people. Greed and the pri- 
vate profits of so-called “successful” 
individuals are to be stamped out. The 
banks would be government-owned, 
and interest abolished. Of capitalism 
there would then remain only its tech- 
nology. 

Apart from economic forces the 
change from one system to another 
depends. upon the will of the people. 
In Germany the adverse economic con- 
ditions of the past fourteen years, 
and more especially of the past three 
years, have caused the desire for a 
change. The younger generation of 
Germans was robbed of its youth. 
Large numbers of professional men, 
technicians and skilled workers are 
out of work. Unemployment and no 
future even for the employed—that is 
the situation in which the people of the 
German middle class find themselves 
today. What is more, they realize that 
under the present system there is little 
chance of their improving their posi- 
tion. Little wonder that millions of 
German citizens are ready to dispense 
with their capitalist system, 

BERLIN, June 21, 1932. 
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The World’s Shifting Gold Reserves 


By D. W. ELLSWORTH 
Assistant Editor, The Annalist 


HE explanation of the breakdown 

of the gold standard in many 
countries, together with the ante- 
cedent and subsequent international 
gold movements, is at once simple and 
complex. Immediate causes fall glibly 
from the tongue of any one who has 


followed post-war financial develop- 


ments with reasonably close attention, 
but probably not more than a dozen 
persons in the world understand, with 
any degree of thoroughness, the un- 
derlying causes, and even in this select 
group opinions differ amazingly. Some 
of the world’s most famous economists 
are members of the Gold Delegation 
of the Financial Committee of the 
League of Nations. Yet after study- 
ing the problem for years before and 
after the breakdown, they are unable 
to agree either as to causes or reme- 
dies. Witness some of the causes 
mentioned by the majority of the dele- 
gation in the report issued in Geneva 
in June: 


War inflation; 

Post-war deflation; 

Subsequent credit expansion and its 
collapse; 

Distrust of monetary and financial in- 
stitutions; 

Wrong choice of currency stabilization 
levels; 

Subsequent economic readjustments, in- 
cluding the relation of internal to 
external prices, the balance of com- 
modity trade, and the level of wages 
in relation to prices; 

Accumulations of State debts; 

Increased international indebtedness; 

Shifting of investments from long to 
short term; 

Increased fixed charges of industry; 

Falling commodity prices; 

The nervousness and flight of short- 
term capital from country to country; 

Changes in demand and supply of in- 
ternational capital; 


Careless investment of capital and care- 
less assumption of debt burdens; 

Continued instability of a number of 
currencies—before the recent break- 


down; 
Variations in domestic business condi- 
tions, particularly in the United 


States, causing rapid shifts in the 

stream of foreign investments; 

Profound changes in the structure and 
localization of industries, both pri- 
mary and manufacturing; 

Increasing complexity of the processes 
of manufacture; 

Attempts at artificial price control, en- 
couraging overproduction, especially 
in agriculture and mining; 

Resort to government support and eco- 
nomic nationalism; 

Tariffs, prohibitions and bounties; 

Exchange control and subsidies; 

Premature restoration of the 
standard. 

In a lengthy note of dissent three 
members of the Gold Delegation— 
Albert Janssen of Belgium, Sir Regi- 
nald Mant of India and Sir Henry 
Strakosch of Great Britain — disa- 
greed completely. In their opinion 
the causes listed in the majority re- 
port are not causes at all, but are 
merely the results of the maldistribu- 
tion of gold. 

To obtain any adequate idea of the 
extent of this maldistribution—if it 
is maldistribution—the major gold 
movements since the beginning of 
the World War must be taken into 
account. 

The United States during the post- 
war period accumulated about half of 
the total monetary gold stock of the 
world. If we divide the gold move- 
ment to and from this country into 
six periods, we find that in the first, 
from the end of 1914 to June, 1917, 
our monetary gold stock rose from 
$1,807,000,000 to $3,220,000,000 as a 
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result of gold being the only means 
by which the United States could be 
paid by other countries for war mate- 
rials and other goods. After the war 
there was an outflow which reduced 
the gold stock to $2,841,000,000 at 
the end of April, 1920. Then followed 
the third and major post-war move- 
ment—from April, 1920, to Novem- 
ber, 1924, during which the flight of 
capital from European nations whose 
currencies were depreciating, together 
with our persistently favorable bal- 
ance of trade, increased American gold 
stocks to $4,527,000,000. It was in 
this period that the United States ac- 
quired practically all the newly mined 
gold supplies of the world, since all 
other important countries were off the 
gold standard. 

The fourth movement, which lasted 
from April, 1927, to June, 1928, saw 
our monetary gold stock drop from 
$4,610,000,000 to $4,109,000,000, an 
outflow which resulted largely from 
the easy money policy initiated in 
1927 by the Federal Reserve Banks 
for the purpose of assisting foreign 
central banks to restore and maintain 
the gold standard. This policy, how- 
ever, started an unprecedented specu- 
lative boom, which attracted capital, 
and consequently gold, to the United 
States from all over the world. The 
resulting inflow carried the monetary 
gold stock of the United States even- 
tually to its all-time high record of 
$5,015,000,000 on Sept. 15, 1931. 

The suspension of gold payments 
by the Bank of England in the Fall 
of 1931 was followed by the final and 
most spectacular shifting of central 
bank gold reserves in the history of 
the world. In this final phase the 
monetary gold stock of the United 
States experienced a net loss of $1,- 
106,000,000, until on June 15, 1932, it 
stood at $3,909,000,000. 

The main point of interest, aside 
from the heavy drain of gold from the 
United States is, of course, the recent 
movement toward France, Belgium, 
Holland and Switzerland. In order to 
analyze the reasons why gold flowed 
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to those countries in such substantial 
amounts, it is again necessary to trace 
briefly certain post-war financial de- 
velopments. é 

One of the most important was the 
adoption by many countries of the 
gold-exchange standard in place of 
the traditional straight gold stand- 
dard. The gold exchange standard 
means that central banks, instead of 
keeping gold in their vaults as back- 
ing for note circulation, deposits and 
other liabilities, are permitted to hold 
the whole or a part of their reserves 
in the form of bills of exchange on 
other gold-currency countries. 

The gold exchange standard was 
not new; in fact, it had been in use in 
a few countries for many years before 
the war. Its main object was to econ- 
omize in the use of gold as a basis 
for credit, but its post-war develop- 
ment was, to a greater extent than 
before, facilitated by fears of a gold 
shortage and, more specifically, by 
the recommendations of the economic 
conference of the European States at 
Genoa in 1922 which advised the adop- 
tion of the gold-exchange standard by 
countries which were too weak to ven- 
ture a return to the gold standard or 
to whom the expense of maintaining 
the gold standard would be excessive. 

The adoption of the gold-exchange 
standard in part by countries seeking 
to stabilize their currencies was ad- 
vantageous in a number of other 
ways, the most important of which 
was the manner in which it enabled 
central banks to acquire and maintain 
control over foreign exchange trans- 
actions. In attempting to stabilize 
their currencies in the period from 
1924 to 1928, therefore, various cen- 
tral banks made use of this new-found 
instrument. 

When the French Government, for 
example, finally succeeded in balanc- 
ing its budget and there was every in- 
dication of a turn for the better in 
the French financial situation, it was 
possible for the Bank of France to is- 
sue franc notes and with these notes— 
which incidentally were merely the 
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product of the printing press, since 
France had not formally returned to 
gold—to buy foreign bills of exchange 


and to acquire bank deposits in for- 


eign countries, especially in England 
and the United States. Foreign specu- 
lators and French nationals who had 
previously converted their liquid capi- 
tal into dollars and pounds when the 
franc was depreciating, were eager 
purchasers of franc currency because 
of well-founded belief that the franc 
was about to appreciate in terms of 
other currencies. 

_ By this method—there is no other 
adequate explanation—the Bank of 
France at the end of 1928 had built 
up its holdings of foreign exchange 
and sight balances abroad to the enor- 
mous total of about $1,280,000,000. 
Other countries, notably Belgium, 
Holland and Switzerland, also ac- 
quired abroad substantial balances of 
a similar nature. 

Another development which, as em- 
phasized by the recent report of the 
Gold Delegation, has profoundly af- 
fected the gold position of various 
countries, has been the tendency on 
the part of private individuals and 
business firms to invest in short-term 
rather than in long-term securities, 
This shift, for the most part, has 
been a comparatively recent develop- 
ment and has followed in the wake of 
financial disturbances in various parts 
of the world which have lessened con- 
fidence in bonds and have driven 


funds for safe keeping into short-_ 


term issues or bank deposits. To the 
extensive central bank holdings of for- 
eign obligations, therefore, was added 
a large amount of private short-term 
capital. 

Following the stabilization of the 
franc in 1928 and the return of prac- 
tically all countries to the gold 
standard, these balances, as we have 
seen, tended to concentrate in the 
United States. Moreover, the United 
States and France were the largest 
recipients, on balance, of war debt and 
reparations payments, and the trade 
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balances of both nations continued 
favorable. { 

The flow of gold to prance was ac- 
celerated in the first half of 1929 by 
the decision of the Bank of France 
to convert part of its sterling hold- © 
ings into gold and to bring the gold - 
home. This loss of British gold 
caused widespread anxiety at that 
time because it reduced the gold re- 
serve below the so-called Cunliffe 
minimum (£150,000,000). But the col- 
lapse of the American stock market 
boom in the Fall of 1929 replenished 
the Bank’s gold reserve through the 
return of short-term funds from the 
United States. The British gold crisis 
was thought to be definitely past, but 
later events prove that the withdrawal 
of funds from the British market in 
1929 was only the forerunner of an- 
other and mightier outflow which 
finally, in September, 1931, forced 
England to suspend specie payments. 

The first audible tremor of the im- 
minent financial earthquake was, of 
course, the failure of the Creditanstalt 
in Austria in May, 1931. A banking 
failure in a foreign country seems 
mysterious and mystifying, especially 
to Americans who so trustfully in- 
vested in sound foreign securities in 
the halcyon days before the Autumn 
of 1929. But a foreign banking fail- 
ure is just as prosaic as those with 
which the American public have be- 
come all too familiar. If the high- 
sounding terms with which current 
discussion of international financial 
matters is usually obscured were 
brushed aside, we should doubtless 
discover that the failure of the Credit- 
anstalt was just an ordinary bank 
failure—loss of confidence by depos- 
itors and heavy withdrawals which 
the bank was eventually unable to 
meet, 

What was really unusual about this 
particular bank failure was the size of 
the bank and the light of revelation 
it threw on the financial position of 
Austrian and German banking insti- 
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Pe eaten. Beale. also realized for the 
- first time the tremendous stake that 
_ American and British investors had 
acquired in Germany and Austria. 
Those who did not understand the 
‘seriousness of the situation were made 
fully aware of it when, toward the 
end of June, 1931, the Hoover mora- 
torium announcement advertised to 
the world that a crisis was at hand. 

Now began the final and most spec- 
tacular of post-war gold movements. 
A flight of capital from Germany re- 
duced the Reichsbank’s gold reserves 
from nearly $600,000,000 to below 
$200,000,000, where they stood toward 
the end of June, 1932. With British 
short-term funds tied up in Germany 
by the moratorium, a flight from the 
pound began which in September 
forced the Bank of England to sus- 
pend specie payments. 

The British suspension in turn, and 
for good reason, resulted in a mo- 
mentous decision by the Bank of 
France. As the pound dropped sharp- 
ly in terms of gold, that bank lost 
heavily in the value of its British 
balances. Consequently, it decided im- 
mediately to repatriate all its foreign 
balances, which meant, of course, the 
heavy withdrawal of funds from the 
United States. Other countries oper- 
ating partly on the gold-exchange 
standard followed suit. Early in June, 
1932, it was announced that the Bank 
of France had completed the repatria- 
tion of its American balances, except 
for gold held under earmark for its 
account; thus came to a close the 
sixth great post-war movement of 
gold to or from American shores. 

Statistics show, however, that the 
increases in the gold reserves of the 
central banks of France, Belgium, 
Holland and Switzerland have greatly 
exceeded the decreases in their hold- 
ings of foreign exchange and sight 
balances abroad. This indicates that 
private funds have also been with- 
drawn from the American money 
market and deposited in French, Bel- 
gian, Dutch and Swiss banks—a con- 


clusion cdpseantin tad by a een re- f 
port of the Department of Commerce 
which shows that in the calendar year 
1931 foreigners withdrew from the 
United States a total of $1,275,000,000 
in deposits and short-term invest- 


ments. “Available data,” the report 
said, “indicate that this tremendous 
withdrawal of foreign funds from the | 
United States took place chiefly in — 
the second half of the year and was | 
very largely a result of the European 
financial crisis which broke in May | 
when the condition of the Austrian 
Creditanstalt became known and of 
the suspension of gold payments by 
England and several other European 
countries four months later.” The loss 
of gold from January to June of this 
year was apparently also in part the 
result of further withdrawals of short- 
term investments. 

At the end of 1931 foreign short- 
term investments had been reduced to 
$1,462,000,000 from $2,737,000,000 at 
the end of 1930. Allowing for the > 
further decline which must have oc- 
curred in the first five months of 
1932, it would seem that the present 
total is at or close to an irreducible 
minimum. In other words, it approxi- 
mates the minimum necessary for 
carrying on ordinary commercial 
transactions between the United 
States and foreign countries, even 
with the present greatly reduced vol- 
ume of foreign trade. Thus two of 
the most important causes of gold ex- 
ports from the United States have 
been eliminated. 

Except for the rather remote pos- 
sibility of a domestic flight from the 
dollar, only two other possible causes 
remain. The first is the position of 
the Bank of England, which at pres- 
ent is in a position similar to that 
of the Bank of France before the 
stabilization of the franc. The Bank 
of England could, by the simple proc- 
ess of increasing its note circulation, 
take advantage of every speculative 
upward movement of the sterling ex- 
change rate to acquire foreign ex- 
change. Already the British Treasury 
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and the Bank have in concert estab- 
lished a fund for the “‘control” of the 
pound exchange rate. The weekly 
statement of the Bank of England 
suggests that since early in 1932 
it has acquired about £50,000,000 in 
bills of exchange on other countries. 

The statement also suggests, how- 
ever, that the Bank of England will 
follow a different course from that 
pursued by the Bank of France in 
building up its gold reserve. The 
French manoeuvre was a gigantic 
speculative operation which succeeded 
because it was conducted when the 
world was prosperous and monetary 
conditions were generally favorable. 
Today conditions are vastly different, 
as British bankers are well aware. 
It is likely, therefore, that the Bank 
of England will build up its gold re- 


serve gradually by buying newly 
- mined gold in the London market, and 


by continuing to take full advantage 
of the gold which the depreciation of 
the Indian rupee has brought out of 
hoarding. ‘This method, indeed, has 
already resulted in an increase in the 
amount of gold coin and bullion held 
by the Bank of England from a low 
point of £121,156,000 on Nov. 18, 
1931, to £136,953,000 on June 29, 
1932. Future efforts of the Bank of 
England to restore the gold standard 
will probably not cause any such sud- 
den disturbance of American gold re- 
serves as that occasioned by the re- 
cent repatriation of French balances. 

The other possible source of losses 
to the monetary gold stock of the 
United States is domestic hoarding. 
Thus far hoarding in the main has 
taken the form of the withdrawal of 
paper money from circulation, but 
the passage of the Glass-Steagall bill 
and the formation of the Recon- 
struction Finance Corporation were 
thought to have ended this. Recent- 
ly, however, there has been a renewed 
increase in bank failures and an in- 
crease in money hoarded. The Re- 
construction Finance Corporation has 
evidently, either from choice or neces- 
sity, adopted a new policy with respect 
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to the support of weak banks. Where- 
as early in its existence it attempted 
to save practically every bank threat- 
ened with deposit withdrawals, it has 
in recent weeks permitted a large 
number of small banks to fail. If 
the public should now turn to the 
hoarding of gold certificates or gold 
coin, it would obviously constitute a 
renewed threat to the monetary gold 
stock of America. It is highly im- 
probable, however, that the confidence 
of the public in any of the large or 
moderate sized banks will weaken to 
such an extent as to cause hoarding 
of that nature on any substantial 
scale. And should there, on the con- 
trary, be a turn for the better in 
the general business situation, there 
would almost certainly be an excep- 
tionally rapid return flow of currency 
to the banks. 

We have become so accustomed to 
large-scale international gold move- 
ments that we no longer realize their 
extraordinary nature. Before the war 
only comparatively small gold ship- 
ments were required to settle inter- 
national trade balances and to keep 
foreign exchanges within the gold 
points. Whether a symptom or a 
cause, present-day gold movements 
are abnormal and there can be no sta- 
bility until they are greatly lessened. 
To this end the report of the Gold 
Delegation concludes: 

The fundamental necessity for the cre- 
ation of a more effective international 
monetary system is the re-establishment, 
not so much of the technical processes of 
monetary interchange as of the willing- 


ness to use these processes. The working 
of an international monetary system such 


.as the gold standard presupposes the in- 


terdependence of nations. If, however, 
political conditions are such that nations 
hesitate to commit themselves to too 
great interdependence one upon the other, 
but impose rigid restrictions upon inter- 
national trade in their effort to attain 
economic self-sufficiency, there will be 
little scope for any international mone- 
tary mechanism. * * * Without some 
measure of political settlement leading to 
renewed confidence in international eco- 
nomic and financial relations, there can 
be no secure basis for the restoration and 
improvement of world trade and finance. 


By WILLIAM L. ScHURZ , 


Former American Commercial Attaché at Buenos Aires 


IME and the clash of realities have 
almost dispelled the sentimental 
aura that has long enveloped Cuba 
in the American imagination. The 
United States of Coolidge and Hoover 
and the Utah Senators looks on 
Cuba with different eyes than did 
the generation of Roosevelt and Root, 
of Taft and Leonard Wood. Dur- 
ing the Cuban struggle against Spain 
American sympathies were with the 
island; for a few short weeks Cubans 
and Americans fought side by side, 
and later the United States guided 
Cuba along the thorny ways of self- 
government. But today Cuba is only a 
playground for Americans on vacation 
and a competitor of the sugar indus- 
try of the United States. 

Since the nineties new influences 
have brought about an objective atti- 
tude toward Cuba, replacing the “big 
brother” sentiment of the last genera- 
tion. American policy toward Cuba is 
now realistic, in spite of occasional 
protestations of “good-will” toward 
the island republic. Actually, the 
United States has no more “good-will” 
for Cuba than it has for Lithuania or 
Liberia; the United States is Cuba’s 
friend only so long as she contributes 
to the ends of American national pol- 
icy and does not compete with Amer- 
ican business. To ascribe any other 
motive to the American attitude would 
be hypocrisy; for the Cubans to as- 
sume any other would be only self- 
delusion. 

Yet, nature and history have bound 
the life of Cuba to that of the United 
States. The relationship might have 
been mutually advantageous but for 
the material disparity between the 
two countries and the self-interest 
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that dictates the policies of nations. — 
Logically, Cuban sugar and other 


products of her soil should be ex- 


changed for American manufactured 


goods; at the turn of the century, 
such an arrangement seemed proba- 
ble and promised a reasonable pros- 
perity to the young republic. But now 
it is American policy to produce, as 
far as possible, commodities formerly 
purchased from Cuba. 

As it was in the order of things that 
the United States should complete the 
liberation of Cuba, so was it that 
America should dominate her life as 
an independent nation. Cuba’s only 
possible escape was in maintaining the 
agricultural economy of colonial days, 
with the simpler style of life that it 


implied. If the standard of living was 


to be raised above that of the easy- 
going plantation system, the price of 
entering into partnership with the 
United States had to be paid. Cuba’s 
position as a minor partner in such an 
arrangement would necessarily entail 
a certain subjection to the moneyed 
member of the firm. Such a condition 
was implicit in the formal contract be- 
tween the two countries, known as the 
Platt amendment, and was inherent in 
the very nature of their relationship. 
But the United States needed sugar 
and Cuba could supply the need; more- 
over, Americans could sell to Cuba the 
manufactured goods needed to raise 
her standard of living. It seemed a 
fair and natural bargain, whereby the 
deficiencies of the one would be sup- 
plied by the other. 

With the resulting increase of prof- 
its in the growing of sugar, more and 
more American capital was invested in 
the Cuban industry, until Americans 
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controlled about two-thirds of the is- 
land’s production. Shrewd old Edwin 
Atkins, who owned Central Trinidad 
while Cuba was still a colony of Spain, 
and later organized the Punta Alegre 
Sugar Company, showed the way. 
Other groups followed with their 
chains of mills—Cuba Cane, Cuban 
American, Cuban-Dominican, Ameri- 
can Sugar Refining, General Sugar, 
Hershey and the far-flung United 
Fruit. They soon dominated the indus- 
try in the Provinces of Camaguey and 
Oriente, though the Cubans retained 
control from Santa Clara west. 

American citizens invested over 
$1,000,000,000 in “‘centrals,” land and 
the equipment required for large-scale 
sugar production, including private 
railways and towns for workers. Some- 
times the American banks, which had 
lent money to the original owners, 
were forced to take over the proper- 
ties and run them, or to unload them 
on the American public. New machin- 
ery was installed, and the big mills, 
like Cunagua, Vertientes, Jatibonico, 
Chapsarra and Preston, became al- 
most as technically perfect as possible. 
Night and day during the grinding 
season an endless stream of cars fed 
cane into the crushers, until single 
mills turned out 500,000 bags or more. 
Cuban production rose to 4,000,000 
tons, and, after the World War had in- 
creased the impetus, reached an even 
higher figure. 

Things went well enough as long as 
the price of “raws” was maintained 
on Front Street. But overhead and 
fixed charges cut heavily into gross 
earnings; there was serious overcapi- 
talization in some instances, and the 
sums left for dividends were not al- 
ways large. Only the old Cuban mills, 
with their lower operating costs and 
closer relations with the colonos, or 
cane growers, could show a profit if 
hard times should strike the sugar 
industry. But the Americans were 
frankly concerned about the future 
returns from their vast investment. 

Today most of the great sugar com- 


panies are in the hands of receivers 
and must be reorganized to meet new 
conditions in the industry—a situa- 
tion which developed three years be- 
fore the crash in Wall Street and the 
general collapse of commodity values. 
World overproduction finally over- 
whelmed sugar, as it had rubber, and 
later coffee, wheat and nearly every 
other staple of commerce. But even in 
good times there was far too much 
sugar. 

Cubans expected to find in the 
United States a practically unlimited 
market for their output. In 1898 the 
only domestic American sugar was 
produced in Louisiana, but the Louisi- 
ana industry could meet but a small 
part of the American demand and sur- 
vived foreign competition only by ~ 
means of a mercifully high tariff. 
Then Puerto Rico, the Philippines and 
Hawaii—all highly suited to the cul- 
tivation of sugar cane—came under 
the American flag, and, even more 
ominous tothe Cubans, farmers began 
to plant sugar beets in the Western 
United States. By 1910 the beet sugar 
States were producing nearly 500,000 
tons of sugar a year. Their spokesmen 
in Congress, headed by Senator Reed 
Smoot of Utah, have been a guaran- 
tee that, if necessary, there would be 
ample tariff protection against Cuban 
sugar. 

The Hawley-Smoot tariff of 1930 
increased the duty on sugar to 2 cents 
per pound. As the price of raw sugar 
at this writing is 66 cents per 100 
pounds, cost and freight New York, 
the present duty amounts to over 200 
per cent ad valorem. The fact that the 
sugar industry in Cuba is predomi- 
nantly an American enterprise means 
little to Congress and the tariff com- 
mission. To them it is simply a Cuban 
concern, and the Cubans have no votes 
on the American side of the Florida 
Straits. The logic of Congress is that 
if American capital and enterprise in- 
sist on going outside the country, they 
must face the consequences. 

In 1931 the United States used in 
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one form or another 5,475,000 tons of 
sugar. Of this amount Hawaii sup- 
plied 806,000 tons, the Philippines 
680,000 tons, Puerto Rico 624,000 
tons, Louisiana 172,000 tons and do- 
mestic beet sugar 1,120,000 tons. 
Cuba’s share of the American sugar 
business in 1931 was 37 per cent; in 
1927 it was 55 per cent. Since Amer- 
ica is still the principal market for 
Cuban sugar, the prospect of further 
expansion of the American duty-free 
sugar industry naturally fills the 
Cubans with apprehension. 

If the Cubans seek to sell their sur- 
plus production elsewhere, the out- 
look is discouraging. The so-called 
“open markets” for sugar are rapidly 
disappearing, and competition from 
Java, Czechoslovakia and other coun- 
tries is increasingly severe. Sugar can 
be, and is, produced, either from beets 
or cane, anywhere from Finland to 
the Amazon Valley. Albania, Afghan- 
istan and Uruguay are about the only 
countries without a native sugar in- 
dustry. Every other country seeks to 
produce enough sugar to supply its 
own requirements, and, to that end, 
domestic production is encouraged by 
high tariffs, and often by bounties. 
Some of these protective tariffs make 
the American seem low indeed, as any 
one would learn who tried to send 
sugar into Brazil, Spain or Australia. 

The British Empire as a market 
for foreign sugar is doomed if the 
policy of imperial self-sufficiency is 
successful. Great Britain can draw 
sugar from Jamaica, Demerara, Trini- 
dad, Mauritius and tropical Africa, 
not to mention her own beet fields. 
Except for Canada, the Dominions are 
independent of foreign supplies, and 
Canada favors British West Indian 
sugar against Cuban. 

Faced with an ominously declining 
foreign market, the distracted Cuban 
Government has resorted to various 
devices in a desperate effort to restore 
the era of profitable prices. Restric- 
tion of production, the establishment 
of an official selling agency and an 
international agreement to curtail 
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output have been tried. The latest 
experiment—the Chadbourne plan—is 
still under negotiation, but the reluc- 


tance of the Dutch in Java to sacri- 


fice the advantage presented by their 
low production costs makes its suc- 
cess highly doubtful. 


Certain things, however, can be 


done to save the Cuban industry from 
disaster. The sugar companies, which 
now are so distressed, will have to be 
radically reorganized on the basis of 
a reduced capitalization and placed on 
a footing more in line with the con- 
ditions likely to prevail in the future. 
To reduce costs of production, efforts 
must be made for greater efficiency 
in the growing and harvesting of the 
cane. Production should be rigorously 
held down by limiting new plantings 
and by refraining from increase of 
mill capacity. These remedies are fa- 
miliar to every one in the industry, 
and isolated individuals have attempt- 
ed to put them into effect. 

Cuba is no happier in her other ex- 
ports. Any considerable expansion of 
the tobacco business is improbable. 
Hostile tariffs, competition of other 
tobaccos for the high-class filler trade 
and the trend to cigarettes—these are 
some of the sorrows of an industry 
that has existed since Columbus re- 
ported the natives as lying in ham- 
mocks and smoking a pleasant-smell- 
ing weed. In the United States the 
Corona Corona—once a mark of ur- 
bane hospitality or a dignified form 
of bribery—is being supplanted by 
heavily advertised and cheaper do- 
mestic brands. 


The expectations of a profitable 


market for Cuban fruits and early 
vegetables have not been realized, 
though single shipments at times may 
have been lucrative. Florida and 
Texas will not permit the develop- 
ments of so dangerous a rival for this 
business, and the only concessions 
made to Cuba are during the short 
period of the Winter, before early do- 
mestic vegetables are ready for the 
Northern market. Hawaii grows pine- 
apples by the hundred million, and 
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Florida and Texas, is grown within 
the American tariff wall. 

Not only do American interests 
control the Cuban sugar industry, at 
least on its manufacturing side, but 
they dominate nearly every other im- 
portant field of business enterprise 
in the island. Public utilities are 
almost entirely in American hands. 
The largest hotels were built by 
American capital; American money is 
invested in tobacco and fruit, in mines 
and manufactures, and in amuse- 
ments and government securities. The 
total stake of the United States in 

Cuba is about $1,500,000,000. 

Since the logical development of 
Cuban foreign commerce, as dictated 
by the proximity of the island to the 
United States, can no longer be ex- 
pected, the Cubans must reorient their 

national economy. Otherwise a return 
to the simpler agricultural economy 
of colonial days, with a sacrifice of 
the higher standards of living at- 
tained since 1900, is inevitable. An- 
nexation by the United States is too 
remote to be considered. The same 
interests which bar Cuban products 
from America would resist even more 
vigorously the incorporation of Cuba’s 
productive power into the American 
economic system. The assimilation of 
Cuba’s population would present an 
almost insuperable social problem, 
and, finally, the effect on American 
relations with the rest of Latin Amer- 
ica would be disastrous, as the ac- 
cusations of our most bitter critics 
would thereby seem fully justified. 

For the Cubans two possible ways 
are open. They may strive to develop 
their trade with countries other than 
the United States and they may diver- 
sify their own production in the direc- 
tion of greater self-sufficiency. They 
are trying to do both, but this solu- 
tion of their problem is not so simple 
as it would appear. 

The preferential tariff arrangement 
with the United States, which is em- 
bodied in the Platt amendment, does 
not permit Cuba to negotiate com- 


ports to othes aapeta ven. if Cub 


should make concessions to another _ 
country in return for advantages for 


her own products, the United States 
automatically would receive similar 
favors, while still retaining over other 


nations the 20-30-40 per cent prefer- 


ential in the Cuban tariff. At any 
rate, Cuba could derive few benefits 
for sugar from negotiations of this 
kind. Tobacco is no better to bargain 
with, because the leaf of Pinar del 
Rio is too good for most of the for- 
eign demand. Since all great powers 
with tropical colonies seek to derive 
tropical or subtropical products from 
them, these increasingly self-con- 
tained empires offer poor market 
prospects for the tropical raw mate- 
rials of an independent nation like 
Cuba. 

The alternative of diversifying the 


economy of the island in order to 


make it less dependent not only on 
its export trade but also on imports 
from other countries offers better 
chances of success. Yet there are dif- 
ficulties here, too. Traditionally, sugar 
has been the foundation of Cuban 
economy, and it is difficult to change 
the outlook of a people who think in 
terms of a single great staple which 
once gave them a glimpse of prosper- 
ity. Cubans still cherish their dream 
of the “Dance of the Millions”—when 
sugar rose to over 20 cents a pound— 
and they hope that a turn of the busi- 
ness cycle may bring them again to 
“happy days.” 

Furthermore, farmers so accus- 
tomed to one culture are reluctant to 


cultivate new and unfamiliar crops, 


since that entails learning new meth- 
ods and perhaps buying new tools and 
implements, a serious problem for a 
farming class without reserves of 


capital. Moreover, the market pros- 


pects for a new crop are uncertain— 
the farmers are distrustful, both of 
the government’s advice and of the 
commission merchants to whom they 
would have to sell their produce. 
Finally, they reason, cane is a cash 


? be; = it: is” as vos common Gurreney 
as the American dollar, and, once 


planted, it will produce for ten or 
twelve years. 

Yet, already much has been accom- 
plished. Imports of coffee, which until 


recently amounted to several million 


pounds a year, have been cut to 
an insignificant figure, as a result 
of the maturing of new planta- 
tions in the Province of Oriente 
and an early surplus for export is 
now anticipated. ‘The expansion of 
the local dairy industry has greatly 
reduced the importation of canned 
milk, while cheese is being manufac- 
tured in increasing quantities. Begin- 
nings have been made with the cul- 
tivation of rice. The canning industry 
is being developed, and more atten- 
tion is being given to the raising of 
cattle and hogs. Enough has been 
done to show that, except for imports 
of flour, Cuba could practically feed 
herself. These conditions, of course, 


will mean less business for American 


exporters. 

There are clearly marked limits to 
the possibilities of manufacturing in 
Cuba. The insular market is capable 
of absorbing factory production in 
only a few elementary lines. Some of 
the attempts at industrialization have 
been ill advised and unjustified by the 
country’s development or by the ex- 
tent of the local demand. On the other 
hand, the results of some manufac- 
turing enterprises have shown the 
country to be capable of producing 
certain goods, such as soap, furni- 
ture, shoes, cordage, cement, paint, 
paper, shirts and collars, proprietary 
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medicines, toothnanter rum Mad beer. 


Some of these are made by American > 
branch factories and others by con- 
cerns financed by American, Spanish 
or Cuban capital. One of the most — 
enterprising American residents of 


the island plans to manufacture oe 
ton textiles. 


In order to compensate partialty ns 
for the prolonged slump in her export | 
markets Cuba has capitalized her cli- 
mate and her foreign atmosphere with  — 


such success that Cubans now call el 
turismo the island’s second crop. Pro- 


hibition and the rocketing stock mar- a 


ket of the late 1920s attracted thou- 


sands of Americans to revel in the — 


drinking places of Havana. The repeal 
of the Eighteenth Amendment would 
be a serious blow to this kind of tour- 
ist business, but there remain the neo- 
Spanish heritage in stone and speech 


and the beauty of what Columbus 


called the “fairest land that human 
eyes have seen.” Cuba is fortunate, 


also, in that its charms can be reached — 


and enjoyed within the limits of the 
average American two weeks’ annual 
vacation and of the middle-class pock- 
etbook. 

The Cubans will have to find their 
own way out of the nation’s economic 
dilemma. They should expect no help 
from the United States or from any 
other quarter. At present the cards 
of international trade are stacked 
against them, and only an unlikely 
reshuffling would again give them a 
fair chance. Meanwhile, the task lies 
at home, and it requires facing un- 
comfortable facts, steadfastness of 
purpose and better leadership than 
has recently been in evidence. 
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How Real Was Our Prosperity? 


By ABRAHAM EPSTEIN 
Executive Secretary, American Association for Old Age Security 


XACTLY how great was our one- 
time prosperity, and how wide- 
spread were its blessings? Knowledge 
of the facts may disillusion us about 
our naiveté in 1928, but it will give us 
a true perspective and help us to face 
clearly the issues of 1932 and 1933. 
What were some of the essential 
points upon which our claims for pros- 
perity were based? Among the most 
important of these beliefs were the 
following: That American workers 
were receiving higher wages than ever 
before and far above anything known 
in foreign countries; that wage-earn- 
ers were laying aside larger and larger 
savings; that Americans were buying 
new insurance by the billion that 
would secure them against all emer- 
gencies; that workers were buying 
stocks of the companies by which they 
were employed and were opening 
banks of their own as a first step to- 
ward the controi of industry; and that 
American workers were enjoying 
luxuries such as bathtubs, automo- 
biles and -radios, which were un- 
dreamed of by workers in foreign 
nations. 5 
These beliefs were so widely held 
that President Hoover actually prom- 
ised the complete abolition of poverty 
during his sojourn in the White House. 
Economists like Professor Thomas N. 
Carver of Harvard were convinced 
that we were on the threshold of a 
‘new economic revolution” which was 
“to wipe out the distinction between 
laborers and capitalists by making 
laborers their own capitalists and by 
compelling most capitalists to become 
laborers of one kind or another, be- 
cause not many of them will be able 
to live on the returns from capital 


alone.” Bankers like Francis H. Sis- 
son, vice president of the Guaranty 
Trust Company, believed that the “‘dif- 
fusion of property ownership means 
that American industry is gradually 
being socialized. The working man 
little by little is strengthening his 
hold on the instruments of production 
and is becoming his own employer.” 
How much truth was there in these 
cheering assertions? 

It was repeatedly asserted that 
wages in the United States were ex- 
traordinarily high compared with 
those paid abroad. Such monetary 
comparisons, however, were meaning- 
less without consideration of the dif- 
ferent standards of life. Conditions in 
Europe are obviously altogether dif- 
ferent from those in the United States. 
Many items that are exceptionally 
costly here are comparatively unim- 
portant in the budget of the European 
worker. The American wage-earner, 
for instance, has to spend from one- 
fifth to one-third of his wages on rent; 
the European worker rarely spends 
more than 10 per cent of his wages 
on this item.. Clothing, food and 
amusements are all comparatively 
more expensive in this country. Even 
the cheapest movie costs three to five 
times as much as a glass of beer in 
a European café. Insurance protec- 
tion, which is also given to foreign 
workers either without expense or at 
a nominal cost, is exorbitantly high 
in the United States. 


The writer has recently examined 
sixty budget studies made during the 
past decade upon the minimum sums 
required by an American family for 
the maintenance of a decent standard 
of living. Hight of these estimates 
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were made by the National Industrial 


Conference Board, an employers’ as- 


sociation; the United States Govern- 
ment was responsible for eleven esti- 
mates, while the rest were made by 


economists and private organizations 


throughout the country. Only two of 
the sixty budgets required less than 
$30 per week for the groups studied. 
The estimates made by the National 
Industrial Conference Board ranged 
from $25 to $40.75 a week, with an 
average of $33.41, which is equivalent 
to $1,737.32 a year. The government’s 
estimates averaged $36.85 a week. If 
the estimates are taken as a whole 
and on a conservative basis, the aver- 
age worker’s requirement for a stand- 
ard of minimum decency throughout 
the decade was between $35 and $40 
per week, or from $1,820 to $2,080 a 
year. 

The discrepancy between these esti- 
mates of minimum budgets and the 
actual earnings of large classes of 
workers is astounding. The following 
table, prepared from data collected 
by the National Industrial Confer- 
ence Board, shows what the wage- 
earners in twenty-four manufacturing 


_ industries, employing approximately 


half the wage-earners in the United 
States, actually received during the 
last decade: 


EARNINGS OF WAGE EARNERS IN 
TWENTY-FOUR MANUFACTURING 


INDUSTRIES. 
Estimated 
Yearly 
Yearly Earnings 
Actual Earn- Corrected 
Average ings (If Index for 
Weekly Employed ofEm- Unem- 


Earn- 52 Weeks ployment ploy- 
ings. Per Year). (1923=100). ment. 


1920.. $29.34 $1,525.68 101.4 $1,525.68 
1921.. 23.82 1,238.64 4.5 922.78 
1922.. 24.29 1,263.08 91.1 1,150.67 
1923.. 26.61 1,383.75 100.0 1,383.75 
1924.. 26.45 1,375.40 91.9 1,263.99 
1925.. 27.08. 1,408.16 95.7 1,347.61 
1926.. 27.42 1,425.84 98.0 1,397.32 
1927.. 27.53 1,431.56 93.4 1,337.08 
1928.. 27.88 1,449.76 92.3 1,345.38 
1929.. 28.52 1,483.04 100.2 1,483.04 
1930.. 25.84 1,343.68 86.0 1,155.56 


Bearing in mind that the sixty budg- 
et estimates indicated that the mini- 
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mum annual income required for de- 
cent subsistence was from $1,820 to 
$2,080, we see that not in a single year 
of this decade of so-called highest 
prosperity did annual earnings ap- 
proach even the lower of these limits. 
The highest earnings, $1,526 in 1920, 
fell $294 short of the lower limit, and 
in 1921 actual earnings amounted to 
only $923, or to about half the neces- 
sary minimum. In 1923, the so-called 
normal year of the decade, actual 
earnings were only $1,384, or 24 per 
cent less than the lower limit of mini- 
mum budgets. In 1928, the peak year 
of so-called prosperity, the actual 
earnings of workers in manufacturing 
industries were still nearly $500 short 
of the minimum standard of decency. 

Even compared with the average 
minimum requirement of $1,737 com- 
puted from the eight estimates of the 
National Industrial Conference Board, 
actual earnings were very low. In 1920 
they were 12 per cent below the mini- 
mum set by this employers’ organiza- 
tion; in 1921 they fell short by 47 per 
cent, in 1923 by 20 per cent and in 
1930 by 33 per cent. A similar story 
is told by the earnings of railroad 
workers, the aristocrats of American 
labor. 

The budget estimates were based 
on the needs of an average family of 
from four to five persons living on 
the income of one wage-earner. It is 
frequently argued that many families 
have less than three children or have 
more than one bread-winner. It must 
be remembered, however, that the 
American standard presupposes no 
supplementary earnings of either the 
wife or young children, for we have 
always: boasted that in the United 
States the wife is a homemaker rather 
than a wage earner and that children 
are being given an education instead of 
spending their youth in factories or 
mines. In fact, only 1,920,000, or 9 
per cent, of the 21,319,000 married 
women were gainfully employed in 
1920. Moreover, even if some Ameri- 
can families have less than five per- 


‘sons or more than one bread-winner, 
what of those with three or more 
_ children dependent upon the father’s 
earnings? 

Studies of budgetary standards and 
actual earnings show conclusively 
that in the last decade only a very 
few of our workers have ever earned 
enough to maintain themselves and 
their families at a decent level of 
subsistence. Few workers have been 
able to meet the day-by-day expenses 
of decent living, and the so-called 
prosperity of 1928 was for the major- 
ity of workers only a dream. 

The American Bankers Association, 
through its Savings Division, has 
cheered the nation with its reports of 
constantly increasing savings depos- 


its in the banks. We have been told 


that savings jumped from less than 
$9,000,000,000 in 1915 to over $28,- 
000,000,000 in 1930, while the number 
of accounts rose from over 16,000,000 
to nearly 53,000,000. This has been in- 
terpreted as if both the volume of 
surplus funds saved by individuals 
and the number of these individuals 
had more than trebled during the 
fifteen-year period. Dividing these to- 
tals by the number of inhabitants in 
the country, the A. B. A. concludes 
that every man, woman and child in 
the United States increased his share 
of these savings from $74 in 1910 to 
$237 in 1928. But was this so? The 
A. B. A. classifies as savings all but 
7 per cent of all time deposits, of 
whatever nature, in our banks. That 
this method is not justified and that 
only a portion of time deposits can be 
designated as savings is recognized 
by all authorities. The increase in 
so-called savings may be explained by 
the much lower reserves required by 
the Federal Reserve System for time 
deposits, which have led the banks to 
encourage their clients to shift slow 
demand accounts into this category. 
In 1931 the Committee on Bank 
Reserves of the Federal Reserve Sys- 
tem stated: “While it is the opinion 
of the committee that the greater por- 
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tion of time deposits held ae Bes eS 
banks, particularly country member 


banks, represent funds which are gen- * 
uine savings deposits, the committee 


is convinced that a significant part 
of these deposits, especially in metro- 
politan centres [where most of the 
so-called savings are located] are not 
in the nature of savings, but have a 
considerable velocity of turnover, and 


should be classified as demand depos- — 


its and carry correspondingly larger 
reserves.” 

So long as there is no way of esti- 
mating the volume of genuine per- 
sonal savings in the United States, 
the totals presented by the A. B. A. 


are for this purpose worthless. This 
is further shown by the location of. 


the nation’s so-called savings, which 
are confined largely to the financial 
and commercial centres. 

New York, with a population of 
12,500,000, was credited with as large 
savings in 1931 as the thirty States 
of the East Central, West Central and 
Southern groups together, although 
their population numbers over 76,- 
000,000, or six times that of New 
York. The twenty-two States in the 
Southern and West Central groups, 


with 42,356,000 inhabitants, fell short ~ 


of the savings deposits of Massachu- 
setts, with its population of barely 
4,000,000, by more than $500,000,000. 
The New England and Middle Atlan- 
tic States with 29 per cent of the total 
inhabitants of the country boasted 
almost $18,000,000,000, or about 64 
per cent of the nation’s total savings. 

Massachusetts leads the nation with 
the highest average per capita sav- 
ings—$670 in 1931. New York is not 
far behind with an average of $619. In 
these two States the depression had 
the effect of actually increasing per 
capita savings over their levels in 
1930. The 1930 averages were $658 in 
Massachusetts and $603 in New York. 
In other words, if the figures of the 
American Bankers Association are to 
be taken at their face value, the 
average citizen of Massachusetts and 


3 as vast numbers out of work or employed 


only part-time. On the other hand, 


although a close neighbor, New Jer- 


sey had per capita savings of about 
$300 less than New York and Massa- 
chusetts. The great industrial State 
of Pennsylvania, the first to establish 
a mutual savings bank, had per capita 
savings of less than half those of 
New York and Massachusetts. In Ohio 
the per capita savings were $205; in 
Illinois, $147; in Arkansas, $30; in 
New Mexico, $27. Thus a citizen of 
Illinois, even though the social and 
legal equal of a citizen of Massachu- 
setts, has only about one-fifth the 
standing with his banker. The finan- 
cial rank of a sovereign citizen of 
Arkansas is only about one twenty- 
second of a citizen of Massachusetts. 
The Connecticut Bank Commis- 
sioner classifies the depositors of mu- 
tual savings banks according to the 
amounts on deposit. His 1930 report 
shows a total of $660,442,590 in all 
Connecticut mutual savings banks, 
held in 925,799 accounts. Of these, 
746,717 accounts, or 81 per cent, had 
less than $1,000 each, accounting for 
19 per cent of the total deposits. The 
next group, ranging from $1,000 to 
$2,000, included 83,265 depositors, or 
9 per cent of the total, and accounted 
for $115,354,112, or 17 per cent of 
the deposits. On the other hand, 90,- 
448 accounts between $2,000 and $10,- 
000, although they numbered only 10 
per cent of the total, accounted for 
$348,868,792, or 53 per cent of all 
the savings deposits in Connecticut 
mutual savings banks. The 5,369 ac- 
counts of over $10,000 constituted only 
one-half of one per cent of the total 
accounts, but the total money held 
in them amounted to 11 per cent of 
the total savings in these banks. 
That few workers have deposits of 
over $2,000 in savings banks will not 
be disputed. Let us assume that ail the 
accounts under $2,000 in the Connec- 


ticut savings banks in 1930 were ex- 
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- aside new savings in 1931, despite the 
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elusively those of PS a Si This means 
that 90 per cent of the total depos- 
itors were workers, but that they con- 
trolled only 36 per cent of the total 
savings deposits, 
of the workers in the mutual sav- 
ings banks, generally considered as 


workers’ depositories, their share in 


the time deposits of the national and 
State commercial banks and of trust 
companies is obviously almost neglig- 
ible. Yet these latter banks held 64 
per cent of the nation’s so-called sav- 


ings and showed the greatest increase 


in the amounts deposited. — 
The story told by the Connecticut 


data since 1880 is altogether differ- 


ent from that of the American 
Bankers Association. The Connecticut 
statistics, which are doubtless typical 


of the United- States, show that the 
wage-earner’s share in the total sav- 


ings has been steadily declining in the 
past few decades, In 1880 the deposit 
accounts of less than $1,000 in the 
Connecticut savings banks controlled 
46.5 per cent of the total savings. In 
1910 the same group still controlled 
35.9 per cent of the total, but in 1930 
the amount in these accounts had de- 
clined to 19 per cent of the total. 
This decline holds true not only in 
terms of their ratio to the total de- 
posits but also in terms of real money. 
Between 1880 and 1910 the total de- 
posits in accounts of less than $1,000 
expanded from $33,878,140 to $103,- 
592,409, an increase of about 205 per 


cent. By 1930, however, they had risen ~ 


to only $124,348,995, an increase of 
about 20 per cent in the last twenty 
years. The average amount in each 
account, moreover, declined from 
$202.44 in 1910 to $166.52 in 1930. 
Since the purchasing power of the 
dollar declined by about half during 
these two decades, $166 in 1930 was 
equivalent to only about $83 in 1910 
money. In other words, in 1930 the 
probable average savings of the 
workers, measured in real value, was 
60 per cent below that of 1910. There 


If this is the share 
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is no doubt that were similar figures 
available for other States they would 
show similar declines. 

The remarkable growth of insur- 


ance until 1931 was one of the chief 


reasons for belief in the prosperity of 
the past decade. What did this growth 
really mean? There were 98,804,354 
policies in force on Dec. 31, 1929. But 
of this number less than 24,000,000 
were ordinary policies, with an aver- 
age face value of $2,918.45; nearly 
75,000,000 of these policies, or three 
out of every four, were for industrial 
insurance with an average face value 
of $203.10. 

In terms of real money the value of 
the average industrial policy actually 
declined during the past twenty-five 
years. According to the New York 
Commission on Old Age Security ‘‘the 
average policy in 1904 was $140.95. 
By 1915 the value had increased by 
only $9.79. The increase from 1904 
to 1928 was 61.6 per cent. The actual 
money difference was only $86.89. 
Most of these new increases have 
taken place during the last few years 
with the fall in the purchasing power 
of money. To reduce the amounts of 
these insurance policies to their pur- 
chasing value gives a better measure 
of the real value of these policies. On 
the basis of 1914 dollars, the 1928 
average policy is about $128.57. This 
is an actual decrease in the real value 
of the average industrial policy of 
approximately $16.35 on the basis of 
1914 dollars. Industrial policies are 
much more widely held but the real 
average amount is smaller than in 
1914.” 


Were these insurance policies an 
indication of general prosperity? Did 
they offer real security? Even in or- 
dinary insurance, which is generally 
taken out by the middle and upper 
classes, we find that during the pros- 
perous year of 1928, for every policy 
that matured normally, more than two 
policies were either surrendered or al- 
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lowed to lapse, involving a complete | 
or partial loss of the policy holder’s 
investment. For the companies author- 
ized to do business in the State of 
New York—representing about 90 per 
cent of the total insurance business— 
out of the 1,734,157 ordinary policies 
which terminated throughout the 
country during that year, only 565,- 
088 were terminated by “death, ma- 
turity, expiry or disability.” Of the 
rest, 401,219 policies were surrendered 
for one reason or another, while 764,- 
733 policies lapsed, obviously because 
the payment of premiums could not 
be continued. The situation was worse 
in 1929. The face value of the ordi- 
nary policies that were surrendered 
and permitted to lapse that year was 
almost three times that of the policies 
maturing normally. 

The story of industrial insurance, 
generally known as workers’ insur- 
ance, is even more astounding. Of the 
8,515,237 industrial policies that ter- 
minated in 1928, only 952,809, or 11.2 
per cent, worth a total of $209,913,584, 
matured normally, whereas 1,759,987 
valued at $317,320,916, were sur- 
rendered, and 5,802,441, or 68.1 per 
cent, valued at $1,594,472,261, lapsed. 
Eight persons in the prosperous year 
of 1928 lost all or part of their in- 
vestment for one person who attained 
the goal of insurance. Again in 1929, 
for every policy that has terminated 
normally, nearly eight were sur- 
rendered or lapsed, while for every 
dollar paid out nearly nine dollars’ 
worth of insurance was surrendered 
or lapsed. The conditions in the less 
strictly regulated insurance companies 
were naturally worse. 

Terminations in insurance due to 
surrenders and lapses _ increased 
throughout the so-called decade of 
prosperity. According to the report 
of the New York Commission on Old 
Age Security, the percentage of termi- 
nations increased from 51.1 per cent 
in 1923 to 70.2 per cent in 1927. At 
the same time, the value of these can- 
celed policies rose from 47.2 per cent 
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of the new business in 1923 to 64 per 
cent in 1927. The increase in termina- 
tions was not due to natural factors 
but rather to surrenders and lapses. 
While the terminations due to death 
declined, the percentage of lapsed and 
surrendered policies increased from 
81.8 per cent of the total terminations 
in 1923 to 88.3 per cent in 1927. The 
actual value of all the normally ma- 
turing policies represented only 9.3 
per cent of the total terminations in 
1927. 

Proof of the prosperity of the last 
decade was supposed to be found also 
in the industrial stock purchases of 
wage earners and in the development 
of labor banks. In this way, it was be- 
lieved, workers were acquiring a share 
in the ownership of industry which 
would transform them from wage 
earners into capitalists. The asser- 
tion was frequently made that the 
number of stockholders in the coun- 
try had increased from less than 5,- 
000,000 in 1900 to about 15,000,000 
in 1927. Not only were workers ac- 
quiring the stocks of their own com- 
panies, but, so we were told, the de- 
velopment of labor banks indicated 
that they were accumulating increas- 
ing savings for the purpose of ulti- 
mate control of industry. As these 
banks expanded, they would gradu- 
ally buy out one after another of our 
industries and, through the peaceful 
penetration of Wall Street, ultimately 
attain the long dreamed of labor 
commonwealth. 

How much truth was there in these 
assertions? The number of individuals 
holding stocks was only a fraction of 
the total number of stockholders. 
Diversification of investment almost 
became a religion during the decade, 
and the same individual often ap- 
peared as a stockholder hundreds of 
times. Some time before the stock 
market crash in 1929 the late Joseph 
S. McCoy, actuary of the United 
States Treasury, estimated that only 
3,000,000 individuals owned corpora- 
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tion securities, and that only about 
1,000,000 held bonds. “Only one in 
every thirty persons in the United 
States,” he stated, “now belongs to 
the legion of capitalists. Investiga- 
tions have shown that some individ- 
uals own as many as 500 different 
stocks.” Shortly after the crash, Dr. 
Julius Klein, Assistant Secretary of 
Commerce, also stated that “no one 
knows the number of persons engaged 
in this speculative activity, but even 
if we accepted the apparently liberal 
estimate of some non-official ob-. 
servers who place the speculative ac- 
counts at about a million, these would 
still involve less than 4 per cent of 
all the families in the entire nation. 
Or, if we put it on the basis of in- 
dividuals, the ratio would be less than 
1 per cent of the total population.” 

The National Industrial Conference 
Board found in 1927 that 315 corpo- 
rations, employing a total of 2,736,- 
448 persons, were selling or had pre- 
viously sold company stock to their 
employes. A total of 806,068 employes, 
or about 30 per cent of the number 
employed, had become stockholders 
or subscribers to a market value of 
about $1,000,000,000. The market 
value of the shares held by the em- 
ployes represented 414 per cent of the 
total market value of the stock out- 
standing in these corporations at the 
time. On the basis of its studies, the 
Conference Board estimated that in 
the entire country there were about 
1,000,000 employes who owned or had 
subscribed for stock and that their 
holdings amounted to “well over $1,- 
000,000,000.” This represented about 
1 per cent of the total market value 
of all stocks then outstanding. In 
other words, even in the heyday of 
employe stock ownership only one in 
twenty-five of those engaged in manu- 
facturing, transportation, mining and 
trade had purchased any stock. Their 
total share in American industry 
amounted to but 1 per cent, so that 
they had yet to secure the remain- 
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ing 99 per cent before attaining the 
- Utopia of Professor Carver and Mr. 
Sisson. 


The labor bank movement, as an 
indication of workers’ prosperity, was 
equally insignificant. Beginning in 
1920, labor banks spread rapidly until 
in 1925 their number had reached 36. 
Despite the so-called prosperity that 
prevailed up to the Fall of 1929, labor 
banks declined steadily in both num- 
ber and total resources after 1926. By 
June, 1931, only 12 of these banks 
were still open, while their total re- 
sources were only $60,132,791, or less 
than half the total in 1926. A number 
of these banks, including the much 
heralded bank of the Brotherhood of 
Locomotive Engineers, had gone into 
bankruptcy. Others were taken over 
by outside interests or reorganized as 
private banks. In 1931, the largest 
labor bank—the Federation Bank and 
‘Trust Company of New York—closed 
its doors. 


The same exaggerations were cur- 
rent in regard to workers’ luxuries. 
While we counted each one of the six 
to ten bathtubs in Park Avenue apart- 
ments, we failed to notice that mil- 
lions of Americans were still living 
in the slums without so much as run- 
ning water in their homes. When Mr. 
_ Hoover was promising each worker a 
two-car garage, 60 to 70 per cent of 
American workers were still dream- 
ing of a dilapidated Ford which could 
just as well have been parked in the 
_ yard. 

Many workers, of course, did buy 
cars and bathtubs and radios and 
over-stuffed furniture and vacuum 
cleaners, But this was by no means 
evidence of prosperity. The buyers 
simply could not resist some high- 
powered salesman’s tempting offer to 
give them these things for “$1 down.” 
It was during this period that instal- 
ment sales rose to their unprecedented 


reached the enormous total of $6,000,- 


000,000, or 15 per cent of all goods 


bought at retail; 80 per cent of pho- 
nographs, 75 per cent of automobiles 
and 65 per cent of vacuum cleaners 
were sold on these terms. Over $2,- 
000,000,000 in automobiles, $765,000,- 
000 in furniture, $100,000,000 in jew- 
elry, $66,000,000 in washing machines 
and about $40,000,000 each in pianos 
and radios were sold on the time pay- 
ment plan in 1924. Even the retail 
clothiers sold $140,000,000 worth of 
goods in the same way. The amount 
of instalments outstanding at any 
given time during the prosperity pe- 
riod was estimated at $2,250,000,000. 
It is significant that, according to 
Professor E. R. A. Seligman of Colum- 
bia University, close to 300,000 auto- 
mobiles were returned into the pos- 
session of automobile dealers during 
the prosperous years 1923-1926, when 
unemployment was at its lowest ebb. 
Large percentages of similar repos- 
sessions occurred in all other instal- 
ment purchase accounts. 

The growth of instalment sales 
was in itself proof of the hollowness 
of our claims to wide-spread prosper- 
ity. It was scarcely conceivable that 
workers earning high wages and lay- 
ing aside larger and larger savings 
should prefer to buy homes, automo- 
biles, furniture, radios, and even 
clothing on the instalment plan at 
exorbitant prices and high rates of 
interest. Only a queer mind could 
have believed that workers were buy- 
ing luxuries and even necessities on 
the instalment plan, while they were 
at the same time piling up savings 
deposits and buying company stocks. 
It is this mind that built up the myth 
of prosperity, that for years refused 
to recognize the depression and that 
is now drifting from one ludicrous 
remedy to another in trying to cure it. 


‘and unwarranted heights. It was esti- 
mated in 1926 that instalment sales 


Bee - Billions for Veterans 


By ROBERT CRUISE MCMANUS 


{| ] HEN the United States Treasury 
W announced in August, 1917, a 
plan to insure American soldiers and 
sailors against death or disability in- 
curred as a result of their service in 
the World War, one commentator de- 
clared that “pestiferous pension graft 
will become a thing of the past.” Nev- 
ertheless, fifteen months later, an 
hour after the signing of the armi- 
stice, the first bonus bill was intro- 
duced in the House of Representatives. 


“Pestiferous pension graft” has ex- 
isted in the United States since the 
Revolution; it increased after .the 
wars of 1812 and 1848, and particular- 
ly after the Civil War, when a United 
States Pension Commissioner an- 
nounced his intention of driving “a 
six-mule team through the Treasury.” 
Having been forewarned, the Wilson 
Administration accordingly took steps 
to be forearmed. . 

The war risk insurance act signed 
by the President on Oct. 6, 1917, 
was like a workmen’s compensation 
law except for the fact that premiums 
were to be paid by the policy holders 
themselves. The men were insured 
against disability or death incurred 
in the line of duty, while provision 
was made to rehabilitate or to train 
for vocations those whose earning 
power should be impaired. The gov- 
ernment further undertook to add to 
an enlisted man’s monthly pay a sum 
equivalent to that which he allotted 
to his family, and it arranged for him 
to transfer his policy into a low- 
premium life insurance policy if he 
returned uninjured to private life. 

This act was based upon the prin- 
ciple that the United States recog- 
nized an obligation to those on whom 
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the war took toll, but there was no . 
acknowledgment of a debt in dollars | 
to those who had emerged unscathed 


from the performance of their patri- 


otic duty. In the words of President __ 


Coolidge’s bonus veto of May, 1924, 
“we owe no bonus to able-bodied vet- 


erans of the World War. We must © a 2 


either abandon our theory of patri- 
otism or else abandon this bill.” 
However, a genuine sentiment of 


gratitude that favored “doing some- | 


thing for the boys” after the armistice 
found its first expression in the pay- 


ment of $60 to every man upon the 


day of his discharge from the service. 


The country was flooded with penni- 


less and jobless veterans who poured 
into Washington. Petitions were cir- 
culated, and a host of now forgotten 
organizations appeared, each with its 
own particular program. By the Spring 
of 1920 seventy-five veterans’ bills 
were before Congress, but the session 
ended without the passage of.a single 
measure. 


By this time the Veterans of For- 


eign Wars and the American Legion 
were emerging as the strongest of 
the ex-service men’s associations, with 


a combined membership—since con- — 


siderably reduced—of more than 
1,500,000. Threatened with dissension 
in its ranks, the Legion, which origi- 
nally had devoted itself to the care 
of the wounded, was forced to take 
up the bonus fight. Within a short 
time both houses were notified that 
immediate action was expected, and 
the country was reminded that non- 
combatant government employes had 
been awarded an annual bonus of 
$240 throughout the duration of hos- 
tilities, that stay-at-homes had been 
paid $10, $12 and $15 a day in the 
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shipyards and munitions factories, 
that the average savings bank deposit 
had increased $400 and that war prof- 
its had created 23,000 new million- 
aires. Meanwhile the term bonus had 
been changed to the more diplomatic 
“adjusted compensation.” 

‘When Congress convened in March, 
1921, pressure skillfully directed at 
Congressmen in their districts forced 
the passage of a bonus bill through 
the House of Representatives. But 
new obstacles had arisen; an acute 
economic depression had seized the 
country, bringing about a huge Treas- 
ury deficit and an outcry for both 
governmental economy and a reduc- 
tion of taxes. Secretary of the Treas- 
ury Mellon declared that the bonus 
“could be financed only by increasing 
the burden of debt under which the 
country is now staggering,” while it 
would introduce “‘grave complications 
with the refunding operations, * * * 
renewed inflation, increased commod- 
ity prices and unsettled business con- 
ditions.”” Mr. Mellon was answered 
with an argument which has often 
been put forth since—that a distribu- 
tion of government funds would in- 
crease purchasing power and stimulate 
economic activity. 

President Harding on July 12, 1921, 
made a dramatic appearance before 
the Senate with a plea that action on 
the bill be deferred by returning it to 
committee. He won his point and edi- 
torial opinion in general applauded 
not the defeat but the postponement 
of legislation. Meanwhile, States and 
municipalities had generously reward- 
ed their veterans for service in the 
national emergency. Moreover, a ref- 
erendum favorable to the bonus in 
the President’s State of Ohio influ- 
enced him to declare in his annual 
message the following December that 
he was willing to sign a bonus bill if 
it provided a satisfactory method for 
raising the necessary funds. The bill, 
as finally passed, failed to satisfy 
him in this respect, and was vetoed 
on Sept. 11, 1922. The President’s 
message said: “To add one-sixth of 
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the total sum of our public debt for 
a distribution among less than 5,000,- 


000 out of 110,000,000 people, whether 


inspired by grateful sentiment or poli- 
tical expediency, would undermine the 
confidence on which our credit is 
builded and establish the precedent of 
distributing public funds whenever 
the proposal and the numbers affect- 
ed make it seem politically appealing 
to do so.” This veto, the first of many 
on veterans’ legislation, was over- 
ridden in the House and sustained in 
the Senate by only three votes. 
Throughout the country, after the 
distribution of State and local bene- 
fits, the tide of sentiment for a bonus 
began to ebb. The stand of the New 
York World that if ‘authorized at 
demobilization, it [the bonus] would 
have been of assistance to many. Com- 
ing long after the close of service, 
with its recipients settled in civil life, 
it will be nothing but a demoralizing 
grab, the forerunner, no doubt, of 
others,” became the view of many 
people. A Literary Digest poll of 
nearly 1,000,000 votes registered a 
victory for the bonus by the narrow 
margin of 2.4 per cent. That veterans’ 
legislation was being lobbied through 
Congress by an organized minority 
which did not truly represent the 
sentiment of even ex-service men 
themselves became a widespread at- 
titude, while a new organization, the 
Ex-Service Men’s Anti-Bonus League, 
was formed with the motto, “For the 
Disabled, Everything; For the Able- 
Bodied, Nothing.” But this league did 
very little to live up to its slogan. 
After 1921 the bonus question 
changed from a dispute over principle 
to mere manoeuvring for advantage. 
When Mr. Coolidge succeeded to 
the Presidency bonus agitation broke 
out again. Representative A. Piatt 
Andrew of Massachusetts, Republi- 
can, a former Assistant Secretary 
of the Treasury and Professor of 
Economics at Harvard  Univer- 
sity, weakened the Mellon warnings 
against a bonus when he showed 
that the Secretary’s predicted $300,- 


000,000 deficit of the year before 
had in reality become a $600,000,000 
surplus. The phrase “a billion dollar 
error” passed from mouth to mouth 
on Capitol Hill and the attack on Mr. 
Mellon widened as it was charged that 
his companies had profiteered during 
the war, that Mellon employes had 
been instructed to oppose the bonus 
and that the Ex-Service Men’s Anti- 
Bonus League was financed by “Big 
Business.” In the midst of the fight 
the president of the league admitted 
before a House committee his utter 
ignorance of a pending Legion-spon- 
sored bill for the care of disabled. 
As a result his motto, “For the Dis- 
abled, Everything,’ became meaning- 
less. 


As one of the American Legion lob- 
byists has since admitted, Congress- 
men received the warning, “If you 
don’t vote this bill through, the man 
elected in your place next November 
will.” Thus was victory achieved. The 
bonus passed both House and Senate, 
rolled crushingly over a Coolidge veto 
on the eve of a convention which was 
scheduled to renominate him as the 
party leader, and became law in May, 
1924, Its annual addition to the cost 
of government in the United States 
was $112,000,000. 

The defeat of the Presidential veto, 
said the Atlanta Constitution, “means 
that the day will not come for years, 
if ever, when the tax levied on the 
people of this country by the Federal 
Government will even approximate 
the normal burden carried before the 
Great War.” It meant “the beginning 
of the expenditure of untold millions.” 
“Virtually all the arguments in favor 
of the original bonus bill,” declared 
the Boston Transcript, “would still 
hold good for -an increase and then 
they could be subsequently used again 
for another increase.” 

In its final form the Adjusted Com- 
pensation act provided for paid-up 
twenty-year endowment policies with 
an average value of $962. At the end 
of two years the holder was permitted 
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to borrow, at 4144 per cent interest, 
from a State or national bank up to 
90 per cent of the policy’s current 
value—from $87.93 a thousand in the 
first year to $831.23 in the nineteenth. 
If he failed to repay his loan the gov- 
ernment promised to make it good, at 
the same time depriving him of the 


policy. If he died leaving it untouched, _ 


his heirs became automatic bene- 
ficiaries. i 

After the adoption of the law 
the bonus question slumbered. Six 
months after the act was passed 
only 1,300,000 of 4,500,000 eligibles 
had applied for their certificates, 
which seemed to sustain the conten- 
tion that most ex-service men did not 
want the bonus, or at least were apa- 
thetic toward it. In the end, however, 
more than 90 per cent of them fell 
into line. 

With the return of hard times after 
the stock market crash of 1929, an- 
other demand was made for govern- 
ment aid to veterans. To the protesta- 
tions of the Treasury that it could 
afford no additional burdens, the 
answer was returned that the same 
argument had been used six years 
before and proved to be wrong. For 
example, in November, 1923, Mr. 
Mellon had declared that passage of 
a bonus law would postpone tax reduc- 
tion for many years to come and 
would entail an increase in taxes; 
nevertheless, since then the Treasury 
had shown three substantial surpluses, 
taxes had been reduced as many times, 
while $4,500,000,000 of the national 
debt had been retired. The argument 
that any further benefits should go 
only to veterans actually in need was 
met by a repetition of the ‘‘economic” 
defense that money distributed to all 
ex-service men would increase the 
nation’s crippled purchasing power 
and hasten the return of prosperity. 

In spite of many protests, the House, 
under special rules and by a vote of 
363 to 39, passed a bill authorizing 
policy holders to borrow up to 50 per 
cent of the maturity value of their cer- 
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- tificates. The Senate, after a proposal 


to limit borrowing to the needy was 
defeated, approved the House meas- 
ure by 72 votes to 12, and after an- 
other White House veto it became law 
in February, 1931. Its estimated cost 
to the government is $960,000,000; to 
raise the necessary funds, the Treas- 
ury was forced to push its securities 
into an already uneasy money market. 
Sixteen months after the much her- 
- alded “increased purchasing power” 

was released, its benefits remained 
invisible. 

President Hoover’s Sonal plea to 
the delegates at the American Legion 
convention in the Fall of 1931 was 
bs supported by a nine-to-five decision 
against seeking bonus legislation in 
the approaching session of Congress. 
The Veterans of Foreign Wars, how- 
ever, as well as individual Legion 

posts throughout the States, were not 
go easily quieted. When Congress as- 

-sembled, many members, led by Sena- 
tor Thomas of Oklahoma and Repre- 
sentative Patman of Texas, were still 
anxious to “do something for the 
boys.” As a result the threat of the 
inflationary Patman proposal, which 
would surrender the management of 
money to lobby-ridden politicians and 
issue more than $2,000,000,000 of new 
‘currency to the veterans hung over 
the nation for seven months. 


- The issue came to a head in June 
when the “Bonus Expeditionary 
Force,” a ragged, penniless army of 
20,000 ex-service men, advanced on 
Washington, frankly seeking a Treas- 
ury dole. Supported by a portion of 
the country’s press, they wrested vic- 
tory from the House once more, 
though this time by a margin of only 
thirty-three votes. When a vote on 
the bill was taken in the Senate a 
mob of veterans swarmed over the 
Capitol, leaving an ugly memory that 
Americans will not forget, while with- 
in the Chamber the Senators, mindful 
at last of their nation’s dignity, voted 
a resounding “Nay,” which killed the 
bill by a vote of 62 to 18. But the 


dangerous problend OE Hoar to demobil- { 


ize the “Bonus Expeditionary Force” 
has still to be solved. 

While the bonus debate for twelve 
years occupied the attention of the 
nation, greater and far more expen- 


sive veterans’ benefits were silently — 


piling up. Until the formation in May, 
1932, by ex-service men of the Na- 
tional Economy League these bene- 
fits had been distributed without pro- 
test. Only the presentation at the 
White House of a “Petition for a Re- 
dress of Grievances” by Captain 
Archibald Roosevelt and an Economy 
League delegation disclosed their na- 
ture and extent. 


The petition for a redress of griev- 
ances specifically attacked veterans’ 
appropriations approved by the House 


on April 9, 1932, and demanded a re- | 
duction of $450,000,000 from the total - 


of $928,000,000. It showed that by a 
succession of statutes adopted since 
June, 1920—most of them in even- 
numbered years when Congressmen 


were seeking re-election—the gov- 


ernment had abandoned “the sound 
policy in which veterans’ legislation 
was first conceived.” 


The petition pointed out that under > rf 
a law passed in June, 1920, the gov- © 


ernment this year will pay $119,000,- 
000 in pensions to (1) disabled vet- 
erans of ninety days’ service in the 
Spanish-American War whose injuries 
have nothing to do with their war 
Service, and (2) all ninety-day vet- 
erans of 62 or over, whether disabled 
or not. Moreover, by a similar meas- 
ure adopted two years ago, $104,000,- 
000 will be set aside to compensate 
ninety-day veterans of the World War 
whose disabilities have likewise no 


connection with their service under 


the flag. Another statute was cited 
under which veterans who contracted 
certain diseases as late as six years 
after the armistice, which are pre- 
sumed to have resulted from war ser- 
vice, will collect allowances totaling 
not less than $125,000,000. 


These are the major items under 
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Hite the grouping of eeet cash payments. 
_ which the petition demands shall not 


be expended. In the matter of indirect 
benefits its analysis and recommenda- 
tions are equally specific. 

A reduction of $30,000,000 is sought 
in administrative costs of the Vet- 


erans’ Bureau for work incidental to 


these pensions, which it has already 
declared should not be paid. It attacks 
as “indefensible” the present free hos- 
pitalization of any veteran, without 
regard to the nature or origin of his 
disability, points out that 75 per cent 
of the total admissions to veterans’ 
hospitals last year were for cases un- 
related to war service and demands 
the subtraction of $39,000,000 in pro- 
posed expenditures therefor. In this 
connection the petition also shows 
that the House bill would appropriate 
$12,000,000 for the construction of 


additional hospitals, and calls atten- . 


tion to the estimate of General Hines 
of the Veterans’ Bureau that the pros- 
pective increase of cases which have 
no connection with the war will even- 
tually require 100,000 more beds at a 
peak cost of $140,000,000 a year. 

Under existing laws an ex-soldier 
who breaks his leg while drunk may 
obtain care at government expense 
and then receive a pension of from 
$12 to $40 a month, though his ser- 
vice to his country may have involved 
nothing more hazardous than three 
months of fresh air, food and military 
training at Camp Upton. If he later 
has a pain in his stomach which 
puzzles him, he may go to the nearest 
veterans’ hospital at government ex- 
pense, draw his pension and an extra 
allowance of $2.65 a day while under- 
going observation, and then, dis- 
charged as cured, collect from the 
government for his fare home. 

One individual who entered the ser- 
vice thirteen days before the armi- 
stice as a Captain in the Sanitary 
Corps and who was later transferred 
to the Quartermaster Corps of the 
regular army, from which he was dis- 
charged in 1922 with no wound, in- 
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jury or disease! is now fowally, arene 
ing $187.50 monthly retirement pay NM 


at the same time that he receives 


$9,000 a year as counsel for the 
Another | 


Veterans’ Administration. 
veteran had an abdominal cancer 


removed, at government expense, in — 
order to save his life, but the operation 
so weakened his stomach muscles that _ 
he could no longer indulge in his 


favorite recreation of bowling. He 


likewise receives compensation in ~ 


monthly instalments. 


The benefit-seeking “sunshine and ! 


holiday soldiers’—a type denounced 
on the floor of Congress more than 
100 years ago—have fared even bet- 
ter than those on whom the war took 
actual toll. As was recently pointed 


out in a series of newspaper articles, — 
the average monthly disability pay- __ 


ment for those who saw action in 
France was $39.09, as compared to 
$48.57 for those who contracted dis- 


eases in the United States. The widow 
who lost her only son and support on | 


the battlefield receives $20 a month, 
while the man who caught mumps at 
Spartanburg may get $25. An ex-ser- 
vice man with a 10 per cent disability, 
the result of a completely arrested 
case of tuberculosis contracted as late 
as Dec. 31, 1924, is paid $50 a month, 
but a widow with two children whose 
husband fell under German fire has 
a benefit of $46. 

Policemen, firemen and professional 
athletes are drawing money from the 


Treasury because they are “disabled.” — 


Doctors, lawyers and business men 
with incomes of between $4,000 and 
$10,000 are receiving full retirement 
pay for ‘30 per cent disability.” Be- 
sides the abuses under the law, the 
graft and the manipulations of “pen- 
sion lawyers” are unmeasured. 
Though the fiscal year 1931-1932 
ended with a deficit of $2,885,000,- 
000 and the President has repeat- 
edly urged “drastic economies,” he 
has not yet recommended a change 
in the veterans’ law. The result 
is that the budget for ex-service 
men remains substantially intact. 
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And at the recent Republican Na- 
tional Convention in Chicago the 
veterans’ plank declared: “Disability 
from causes subsequent and not at- 
tributable to war and the support of 
dependents of deceased veterans 
- whose death is unconnected with war 
have been to some measure accepted 
obligations of the nation as a part of 
the debt due.” 

In the House of Representatives on 
May 3, 1932, the members overwhelm- 
‘ingly approved a bill creating three 
new classes of pensioners among the 
widows and orphans of ‘“‘sunshine and 
holiday soldiers,’ with the apology 
that “while this measure is not what 
we want, it is the best we could do un- 
der the circumstances.” The demand 
for widows’ pensions was an obvious 
corollary of the dissipation of the cash 
bonus of last year. Their insurance 
gone, wives sought other means of 
protection. Thus, as each new meas- 
ure becomes law, creating a new 
group ready to resist any reduction in 
their allowances, the fight to reduce 
the burden of gifts to veterans grows 
harder. So far almost the only 
bold voice raised in Congress against 
the distribution of veterans’ largess 
has been that of Lewis Douglas, 
young Representative-at-large from 
Arizona. But he cannot carry the bat- 
tle alone. 


Meanwhile, $1,000,000,000 a year, 
or 25 cents out of every Federal tax 
dollar, is being paid in the interests 
of those who once wore the uniform 
of the United States. Since the armi- 
stice $5,500,000,000 has been expend- 
ed—almost one-third of the total 
spent for veterans of all wars in 
which the nation has been involved 
since the founding of the Republic. 
Despite the fact that twice as many 
men were in actual combat with the 
enemy during the Civil War as during 
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the World War, and that they suf- 
fered twice as many casualties, the 
“siz-mule team” which drove through 
the Treasury in the ’70s has been re- 
placed by a more efficient motor 
truck. 

Such generosity is without parallel. 
In France, where World War casual- 
ties outnumbered American by eleven 
to one, benefits are being paid to 
150,000 fewer men than in the United 
States. Payments in Great Britain are 
steadily decreasing. The total spent 
for veterans in Great Britain, France, 
Germany, Italy and Canada combined 
in 1932 will be 10 per cent less than 
that paid out by the United States 
Treasury. No other country has con- 
sidered paying a bonus to all veterans 
and only two have provided free medi- 
cal care on a scale comparable to 
that of the United States. 


Until the present laws are drasti- 
cally rewritten the cost of veterans’ 
benefits is certain to increase rapidly. 
The National Economy League has 
emphasized that the average age of 
World War veterans is now 39 and 
“most men in their forties and fifties 
can qualify for at least a 25 per cent 
disability under a system devoid, as 
is this system, of any scientific and 
sound medical basis for its ratings.” 
If the present system is retained, ac- 
cording to General Hines, by 1945 the 
United States will have paid out $21,- 
500,000,000, or an amount equal to the 
total cost of the World War. 


To those whose skilled manipula- 
tions effected the passage of this 
legislation the present situation is a 
striking tribute, but for Americans as 
a whole, whose ten-year political 
apathy permitted the movement to 
go unchallenged, the burden of vet- 
erans’ benfits remains a bitter sou- 
venir, 


Teeter se Tee nee es ae YY 
as - . ye Cae San 
7 S p dak ; re ee Fi 
vs ~: 7 Y I 


\ 


The Birth Control Controversy Ss ae 


By ROBERT E. RIEGEL and LAWRENCE EAGER 


(The authors of the following article, 
who are members of the faculty of Dart- 
mouth College, are at work upon a his- 
tory of the American birth control move- 
ment. ] 

F the movement for birth control 
I in the United States is to be re- 
garded as having begun with the 
first practical advice on the subject 
published in book form by an Ameri- 
can, then that movement is just a 
hundred years old. Dr. Charles Knowl- 
ton’s Fruits of Philosophy, or, the Pri- 
vate Companion of Young Married 
People (1832), was, indeed, the third 
such book in the English language, 
but the earlier volumes, which had 
appeared within the previous six 
years, were not written by Ameri- 
cans. Public efforts toward birth con- 
trol, therefore, are far from new, al- 
though the importance of the move- 
ment has become generally apparent 
only in more recent years. Professor 
Julian Huxley now hails its inception 
as “one of the major events in the 
world’s history.”’ Dean Inge asserts 
that not improved technology, nor the 
growth of socialism, nor the World 
War, “‘but possibly the nigh universal 
adoption of family limitation” will be 
considered the most important event 
of the last fifty years. 

The early birth-control movement 
in the United States was indebted 
somewhat to English agitation of 
the same period, but the emphasis 
was quite different. Overpopulation 
seemed a real possibility in England, 
and consequently influenced English 
thinking, but in the New World land 
was plentiful and people were scarce. 
One of the few Americans to see pros- 
pects of a surplus of people was the 
versatile Franklin, who wrote as early 


as 1751 that “there is * * * no bound | 


to the prolific nature of plants and 
animals, but what is made by their 
crowding and interfering with each 
other’s means of subsistence.” The 
usual sentiment, however, as stated 
by such nineteenth-century writers as 
Raymond, Taylor, Carey, Everett and 
Cardozo, was that overpopulation was 
only a bugbear with which to frighten 
nervous children. In consequence, 
American advocates of family limita- 
tion stressed the situation of harassed 
parents and the desirability of elimi- 
nating many harmful and even dan- 
gerous practices that had long been 
passed from person to person. 

The first of the American birth-con- 
trol books was published by Robert 
Dale Owen, who was born in England, 
and whose interest in the subject was 
but a minor element in a very active 
life. Between the appearance of his 
Moral Physiology in 1830 and his 
death in 1877 at least 50,000 to 60,000 
copies of the book were circulated, 
with more than 10,000 distributed in 
the United States. Any such figures 
are probably incomplete, not only be- 
cause the number of editions and size 
of the printings cannot be definitely 
ascertained, but also because pirated 
editions and circulation from hand to 
hand have not been included. The 
present scarcity of copies of this work 
may be due in part to the fact that 
they were literally read to pieces. 

Two years after the Owen book 
came Dr. Knowlton’s volume. It had 
an immediate popularity, with at least 
3,000 copies sold in the first year and 
a half, and with at least nine Ameri- 
can editions by 1839. Its total all-time 
circulation is hard to determine, par- 
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nence (1866) ; Edward Bliss Foote, 


ticularly on account of the prodigious 
sales upon its revival in the 1870s. 
Fruits of Philosophy was primarily 
the outcome of the author’s personal 
background. Knowlton (1800-1850) 
had been troubled during adolescence 
by almost continual ill health, due 
probably to difficulties which his 
marriage in 1821 overcame. But his 
youthful troubles were soon replaced 
by the difficulties of supporting a rap- 


idly growing family. Even after grad- 


wating from the Dartmouth medical 


circulate. 


school, he found his earnings meager 
and that other young married couples 
had similar difficulties. Consequently 
he welcomed methods of family limi- 
tation, believing in its morality and 
desirability. He spread his knowledge 
first in manuscript and later in print- 
ed form. But birth control was never 
a primary interest with Knowlton; 
later he became a well-known general 
practitioner. 


A lull occurred in the movement 
during the thirty years after the 
Knowlton book appeared, even though 
birth-control literature continued to 
Most notable of the new 
developments was the spreading of 
the idea of “male continence,” a vari- 
ety of birth control favored by J. H. 
Noyes, who used it as one of the main 


_ bases of his Oneida community, estab- 


lished in the late 1840s. The general 
vocal sentiment of the nation was that 
sex and marriage were constituted by 
God for the continuation of the race 
and that interference with natural 
processes was not only dangerous to 
the health but also immoral, not to 
say sacrilegious. The use of contra- 
ceptives must be inferred from the 
diatribes against them, and their in- 
frequency from the attitude of the 
community and from the prevalence 
of abortion. 


Interest revived during the ’60s, in- 
creased during the ’70s and early ’80s, 
and then receded until the second 
decade of the present century. In- 
cluded among the publications of the 
period were J. H. Noyes, Male Conti- 
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Words of Pearl (about 1866); M. M. 
(“Brick”) Pomeroy, Pen Pictures of 
New York Life (1882); and Edward 
Bond Foote, The Radical Remedy in 
Social Science (1886). During the 
same period occurred two important 
English obscenity trials—that of 
Bradlaugh and Besant and that of 
Truelove. They resulted in arousing 
widespread interest in birth control 
and a wide circulation of books such 
as those of Owen and Knowlton. 

The English trials not only pro- 
duced a tremendous publicity for the 
subject but also indicated a growing 
effort to suppress birth control infor- 
mation. In the United States, consid- 
ering the traditional American atti- 
tude, there had been surprisingly little 
censorship before the late ’60s. Knowl- 
ton’s two convictions were not entirely 
on the basis of obscenity, and Owen 
was never prosecuted. In general, this 
type of book met with no legal opposi- 
tion. Even without specific laws, the 
spreading of such information might 
have been prosecuted either under the 
English common law or under various 
general State obscenity statutes. 

The banning of birth control infor- 
mation has usually been associated 
with the name of Anthony Comstock, 
the most influential single advocate 
of such legislation. Margaret Sanger 
in her recent autobiography contends 
that “he and a week-kneed Congress, 
which, through a trick, in 1873 had 
given him the power of an autocrat, 
were directly responsible for the de- 
plorable condition of a whole genera- 
tion of women left physically damaged 
and spiritually crippled” in trying to 
limit their families. Probably such a 
statement gives Comstock too much 
credit, since the legislation he spon- 
sored represented the prevailing atti- 
tude of his time. Possibly also his 
effort served to advertise, and conse- 
quently to spread, the very informa- 
tion he opposed. 

As a result of a long series of both 
State and Federal laws beginning in 


fake late 60s, approximately half the 
States now ban birth control informa- 
tion, in some cases even when im- 
parted by word of mouth. The other 
States have general obscenity statutes 
which can be interpreted by the courts 
according to current judicial morality. 
Federal laws concerning both the ad- 
mission of obscene material to the 
United States and its transmission 
across State boundaries—particularly 
through the postoffice—have a his- 
tory that covers more than a century. 
The act of 1873, bearing the imprint 
of Comstock, was the first to mention 
contraceptives specifically. More re- 
cent legislation has changed and ex- 
panded this act, but not significantly. 


Legislation designed to prohibit 
birth control information evoked little 
interest until about the last two dec- 
ades, when it came under fire because 
of the expansion of the movement. 
During these twenty years organized 
agitation for birth control has come 
into existence and taken definite form. 
Social and religious groups and insti- 
tutions have taken cognizance of it; 
eugenics and medical science have 
been drawn to it; clinics have been 
established; legislative struggles have 
been waged on an ever growing scale. 

The modern movement—and the 
first really organized movement—he- 
gan in America with the efforts of 
Margaret Sanger in 1912 and is still 
galvanized by her energetic activities. 
As a visiting nurse in the east side 


of New York City she was impressed. 


by the need of education in the doc- 
trine and by the need of dissemina- 
tion of the appropriate information; 
her talks to mothers in 1912 led her 
to launch the movement. After a trip 
to France to study practical methods 
Mrs. Sanger returned to announce in 
January, 1914, “a public campaign 
for birth control, based on grounds 
of economics and feminism.” Soon 
thereafter the first issue of The Wo- 
man Rebel was published—and barred 
from the mails. It was in this year— 
the first year of the World War—that 
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the movement received the name of 
“birth control’ and that the first 


‘American birth control organization 


was formed. 


In the annals of the movement, 1912. 


is further important because of the 


early support of medical leaders. Both ~ 3 
the president of the British Medical — 


Association—Sir James Barr—and 
the president of the American Medical 
Association—Dr. Abraham Jacobi— 


endorsed birth control in their presi- — 


dential addresses that year. When Dr. 
Jacobi and Dr. W. J. Robinson called 

a meeting of the Academy of Medicine 
on the subject in 1913 the medical 
profession in general was presented 
with the reality of the movement in 
modern society. Noncommittal then, 
the profession has since tended to be 
divided in its attitude. 


Mrs. Sanger’s activities have re- 
ceived the special notice of the courts 
on four occasions. In September, 1914, — 
she was arrested and indicted for ad- 
vocating birth control. The case was 
dropped two years later. In the mean- 
time Mr. Sanger was arrested and sen- 
tenced to serve thirty days for dis- 
tributing his wife’s pamphlet, Family 
Limitation. The other two Sanger 
cases had to do with birth control 
clinics. In 1916, upon the opening in 
Brooklyn of the first American birth 
control clinic, Mrs. Sanger and others 
were arrested, and Mrs. Sanger sen- 
tenced to thirty days in jail. In 1931, 
after the sensational raid of a birth 
control clinic that had been function- 
ing publicly in New York for six 
years, she found public sentiment 
more sympathetic. Many of the lead- 
ers of the medical profession protested 
vigorously and testified voluntarily. 

In the space of less than a year 
three highly significant pronounce- 
ments on the subject of birth control 
were made by religious bodies. The 
decennial Lambeth Conference of 
Anglican Bishops, gathered in London 
from all parts of the globe in the Sum- 
mer of 1930, voted by 193 to 97 for 
lifting the church ban against the 
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practice. Early in the following Janu- 
ary appeared Pope Pius XI’s encycli- 
cal on marriage. The Roman Catholic 
opposition to contraception as a mor- 
tal sin was forcefully reiterated, thus 
adding substantially to the ever-grow- 
ing controversy. Less than three 
months later the report of the Com- 
mittee on Marriage and the Home of 
the Federal Council of Churches of 
Christ in America, an organization 
representing over 21,000,000 Protes- 
tants in twenty-seven denominations, 


_ approved birth control. 


Other church bodies in America 
seem also to be moving away from 
their earlier attitude concerning the 
practice. The Universalist General 
Convention in 1921 asked for repeal 
of all Federal and State laws inter- 
fering with the right of doctors to 
prescribe, and urged the establishment 
of city clinics. The New York East 
Conference of the Methodist Episcopal 


Church in 1930 passed a favorable 


resolution which would probably have 
been impossible five years before. The 
Special Commission on Marriage, Di- 
vorce and Remarriage of the General 
Assembly of the Presbyterian Church 
in the United States of America 
(Northern) passed a favorable recom- 
mendation, but it was deleted from 
the final report to the General Assem- 
bly, which went on record as rebuking 
the Federal Council for its report. 
The Social Justice Committee of the 
Central Conference of American Rab- 
bis which approved the birth control 
movement in 1929 is said to have been 
the first religious organization in 
America to take such action. 


Birth control in America has been 
sponsored by two leagues, each head- 
ed by a woman who has been a pioneer 
in the movement and is still actively 
associated with it. The Voluntary Par- 
enthood League, led by Mrs. Mary 
Ware Dennett, was organized to repeal 
the Federal laws against birth con- 
trol. The American Birth Control 
League, led by Mrs. Sanger, which was 
founded in 1921 to change the laws in 


order to permit doctors to give con- 


traceptive information, is working for 
the education of the public and for the 
establishment of birth control clinics. 
It has issued propagandist literature, 
held public meetings and fostered 
over fifteen national and international 
birth control conferences. Economists, 
eugenists, social workers, scientists 
and other specialists participated in 
the First World Population Confer- 
ence, organized by Mrs. Sanger in 
1927 and held at Geneva under the 
chairmanship of Sir Bernard Mallet. 
Since 1927 Mrs. Sanger has turned 
from the administration of the league, 
which in that year had a membership 
of over 60,000, to promote Federal 
legislation and “‘to outline a program 
to stimulate research through the 


Clinical Research Bureau, directing it 


toward the perfecting of contracep- 
tive technique, urging scientists and 
specialists to focus their attention 
upon this problem and to set up bu- 
reaus for the purpose of testing their 
achievements.” 

The growth of the movement can be 
seen in the establishment of birth 
control clinics, the first of which was 
opened in Amsterdam, Holland, in 
1878. Between 1923 and 1929 thirty- 
one American “clinics and centres for 
birth control service” were founded, 
many connected with hospitals 
throughout the country. Dr. C. H. 
Robinson reports that the develop- 
ment of these clinics is like “other 
medical charities of the modern wel- 
fare movement, except that some 
well-to-do women are found among 
the hosts of poor clients.” Religious 
groups “whose leaders object to con- 
traception are represented among 
American patients in about the same 
proportion as in the general popula- 
tion.” Mrs. Sanger, in her latest 
hook, My Fight for Birth Control, 
speaks of hundreds of doctors who 
have come to the clinics to be in- 
structed in methods. 

Increasing medical interest in birth 


control is shown not only by individ- 
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ual attendance at clinics but also by 
scientific group studies of the subject. 
Among these scientific groups formed 
in medical circles “to study contracep- 
tion and related problems of human 
fertility from the point of view of 
the practice of medicine and of the 
public health” is the National Com- 
mittee on Maternal Health, which is 
composed of representatives of such 
medical schools as Columbia, Cornell, 
Pennsylvania, Johns Hopkins, and 
those of over twenty leading hospitals 
of the country. 

Agitating for changes in the laws 
concerning birth control, the group 
headed by Mrs. Dennett has been 
seeking an “unlimited” bill which 
would allow any one to impart infor- 
mation. Such a measure was intro- 
duced in the Senate and the House in 
1923 through the efforts of the Vol- 
untary Parenthood League, but it 
died in committee without hearing. In 
1924, as the Cummins-Vaile bill, it 
came to hearing, and was killed. The 
group headed by Mrs. Sanger endorses 
a “limited” bili—often called the 
“doctors’ ” bill—authorizing doctors, 
nurses and midwives to give instruc- 
tion, in the belief that only scientifi- 
cally trained people should be permit- 
ted legally to do so. The American So- 
ciety of Gynecologists and Obstetri- 
cians and the Gynecological Section 
of the American Medical Association 
both passed resolutions in 1925 favor- 
ing such action. 

A new legislative struggle began 
three years ago with the organiza- 
tion of the National Committee on 
Federal Legislation for Birth Control, 
with Mrs. Sanger as. chairman. 
Through its efforts a “limited” or 
“doctors’”’ bill was introduced by Sen- 
ator Frederick Gillett in 1930. Hear- 
ings took place in the middle of Feb- 
ruary, 1931, with seven prominent per- 
sons speaking in its favor and seven- 
teen equally prominent persons pro- 
testing against it. The bill, left in 
committee, died with the Seventy-first 
Congress a year ago. 
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Since the beginning of 1932 Mrs. 
Sanger and her National Committee 


_on Federal Legislation for Birth Con- 


trol have been concentrating on the 
present Congress. They have inter- 
viewed 206 members of both houses. 
Of the 171 Representatives inter- 
viewed, 92 are reported favorable, 58 
noncommittal and 21 opposed to the 
proposed change of law. Of the 35 
Senators seen, 22 are said to be favor- 
able, 7 noncommittal and 6 opposed. 
Yet the Hancock bill to legalize the 
distribution of birth control informa- 
tion was defeated by the House Ways 
and Means Committee by 20 votes to 
4 on May 24. 

The agitation in many States for a 
change of law is illustrated by the 
Remer bill, which was introduced in 
the New York State Legislature, and 
advocated giving doctors permission 
to disseminate information to married 
people. Favorable to the bill were 
seven out of eight medical faculties 
of the State, the State League of Wo- 
men Voters, the New York Federa- 
tion of Women’s Clubs, as well as 
many organizations, clergymen and 
laymen prominent in public life. It 
was opposed by equally distinguished 
individual clergymen and religious 
groups, and was defeated in 1929. 

Scientific interest has recently come 
to include the effects of birth con- 
trol, particularly in view of the rapid 
decline of the birth rate in the last 
half century. Possibly this downward 
tendency is now being checked in cer- 
tain European countries, although the 
evidence is not conclusive. For the 
United States there are no reliable 
birth statistics before 1915, and the 
nearest approximation to a true birth 
rate is obtained by comparing the 
number of children under five years of 
age with the number of women he- 
tween the ages of sixteen and forty- 
four. This ratio has declined consis- 
tently throughout the entire period of 
census enumeration. The largest de- 
creases came in the decades 1840-50 
and 1880-90, thus correlating with the 
greatest periods of interest in birth 
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oh ‘control. Since the establishment of a 
 -pirth registration area in 1915 the 
rate has dropped from 25.1 to 19.7 


(1929), but the period is too short to 
permit of sound generalizations. 

The existence of a declining birth 
rate in the Western World is unques- 
tioned, but its relation to birth con- 
trol is not so clear. For those who be- 
lieve that fertility is only one char- 
acteristic of racial vigor and that 
races wax and wane with but little re- 
lation to influences of environment 
birth control may mean little. Most 
investigators, however, believe that 
social phenomena can be explained 
by cause and effect. The birth rate 
seems to be connected with such things 
as the number of abortions, maternal 
care, the age and frequency of mar- 
riage, illegitimacy, the volume and 
force of desire and self-control, the 


_ extent of impotency and sterility and 


the degree of fertility. Surveying these 
factors, we find that abortion is prob- 
ably not increasing, that maternal 
care is improving, that the age of mar- 
riage is not increasing, that a larger 
proportion of the population is now 
married than ever before, that sexual 
interest has probably not decreased, 
even though there are no exact fig- 
ures, that there is probably no decline 


‘in potency or fertility, and that rela- 


tions between men and women are 
much the same as they have always 


been, particularly within marriage. 


The conclusion seems inevitable that 
contraceptives have been largely re- 
sponsible for the decline in the birth 
rate. Positive evidence of a fragmen- 
tary nature supports this conclusion; 
investigations of married life indicate 
both that contraceptives are used 
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more by the younger than by the older s 


couples and more by the upper than 
by the lower economic groups. 


Those who favor birth control may _ 
‘be grouped into five categories. 


There are those who see in it a solu- 
tion of the troublesome problems of 
population. Others regard it as a 
means of regulating rationally the 
birth rate and thus lessening the death 
rate. Still others approve it as an 
agency for increasing maternal and 
child health. Some would attain 
eugenic goals by its application. And 
there are those who insist that parent- 
hood should be voluntary. Among 
those who earnestly oppose birth con- 
trol are those who fear race suicide; 
those who fear a diminished popula- 
tion and the consequent weakening of 
the national defense and economic 
security of their country; those who 
believe it will result in an increase in 
immorality, and those who object on 
religious grounds, believing it is in 
violation of natural law. 

Most of the earlier birth control 
literature of the last quarter-century 
is highly emotional and sentimental, 
with little logic, weighed evidence and 
objectivity. The weaknesses of propa- 
gandist literature still remain in 
some of the current writing of those 
who favor and those who denounce 
birth control. But opponents and 
proponents alike are seeking more 
and more the support of science— 
biological, physical, medical and so- 
cial—for birth control is a significant 
movement in the American history 
of these past hundred years and its 
present and ultimate effects upon 
society and civilization are almost in- 
calculable, 
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THE WAY OF AN EAGLE 
—Glasgow Evening News 


THE LEAGUE AIDS AUSTRIA 
Help!) Help!7? A Trousers Button! 
—Kladderadatsch, Berlin 
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— So TO PREVENT US 
FROM BEING DESTROYED 


AGAIN BY THY RUTHLESS 
ovens O Evi. GENIE OF oe 
GENEVA, WE HAVE DECIDED 

GET BACIC 
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OUT OF THE BOTTLE 
—The Daily Express, London 
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THE RUSH TO POWER 
Groener (to Hitler)—‘‘What a race! I didn’t 
} realize they had four feet.’’ 
—Guerin Meschino, Milan 


THE FOSTER MOTHER OF 
THE ECONOMIC CRISIS 
—Kladderadatsch, Berlin 
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“NOW, EVERYBODY! HIP- 
HIP-HOO-RAY!”’ 
—Baltimore Sun 


THEY MIGHT HAVE NAMED C 
BAKER, SMITH OR RITCHIE 
—New York Herald Tribune 
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DID HE MUFF IT? 
—Columbus Dispatch 
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THIS ONE EXPLODES 
—St. Louis Star and Times 


‘ 


elie he Rae anere: 


oh 


ME SONA eee RR TER Me! OGIEL A su 
+ » iy 


Nara f 7 


KEG 


ri 


“HAVE A SEAT—I’D LIKE A WORD PASSING THE GRAVEYARD 
WITH YOU”’ —Pitisburgh Post-Gazette 


—Baltimore Sun 
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“THE SONG OF THE TUB” 
—The Daily Express, London 
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mY eee at last came to an end 
with the conclusion at Lausanne 
4 on July 8 of a treaty (signed next 
4 ; day) whereby the Young Plan, which 


fixed the burden on the German peo- 
ple at 34,000,000,000 gold marks, 
payable in annuities till 1988, is re- 
placed by an obligation involving 
3,000,000,000 gold marks ($714,000,- 
000.) Inasmuch as the bonds for this 
y amount may be iss’ a at as low as 
a 90, the final German payment in re- 
a ality need not exceed 2,700,000,000 
ae marks. (For the complete text of the 
treaty see pages 576-579 of this maga- 
zine. ) 

It might, however, be urged that 
os this accord between Germany and the 
nations to which reparations are due 
iM does not finally dispose of the prob- 
lem, because a “gentlemen’s agree- 
ment,” signed privately the same day 
ig as the treaty itself by representatives 
of Great Britain, France, Italy and 
‘ Belgium, makes ratification condi- 
ie tional upon the reduction of the war 
4 debts owing to the United States. 

This undoubtedly raises more sharply 
3 than ever an issue on which this coun- 
fs try through its government ex- 
& pressed itself in no uncertain manner. 
Gi Nevertheless, even if the European 
rf | creditors of Germany declare that 
3 reparations can be ended only through 
eg action by the United States, it is now 
certain that Germany will never pay 
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The End of Reparations 


By JAMES THAYER GEROULD 
Princeton University; Current History Associate 


more than the final amount agreed 


upon at Lausanne and that, whatever 
discussion may ensue, the reparations 
clauses of the Versailles Treaty have 
been virtually revised out of existence. 

Ramsay MacDonald, the British 
Prime Minister, opened the confer- 
ence at Lausanne on June 16 with a 
speech in which he made a solemn 
plea to save the world from catas- 
trophe. He spoke of the rapid increase 
in unemployment and consequent hu- 
man suffering, of the impossibility of 
constructive relief except as the na- 
tions take common action, of war 
debts and reparations as a major 
cause of the distress, of the necessity 
for prompt and decisive action. Twice 
in the speech he referred to the 
United States, emphasizing the fact 
that American interest in a settle- 
ment was common with that of the 
rest of the world, and expressing his 
gratification that ‘after the present 
phase is over, the United States has 
encouraged us to believe it will co- 
operate in an examination at any 
rate of some of the wider problems 
and join with us in devising a policy 
for the encouragement of trade and 
the enrichment of nations.” 

Since the conference was so long 
overdue—it had originally been sched- 
uled for Jan. 18—and the end of the 
Hoover moratorium was so near at 
hand, prompt action of a tentative 
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character, at least, was essential. 
Consequently, on the second day, a 
resolution was passed declaring that 
“without prejudice to the solution 
which may ultimately be reached, the 
execution of the payments due to the 
powers participating in the confer- 
ence in respect to reparations and war 
debts should be reserved during the 
period of the conference.” By this 
means debts amounting to about 
$45,000,000 were written off—be- 
cause no one believed that these sums 
would ever be paid. 


Following this action, the position 
of each of the nations was outlined 
by its chief representative. Chan- 
cellor von Papen admitted the legality 
of the claims on Germany, but de- 
clared that, since the adoption of the 
Young Plan and because of the fall 
of the price level, German obliga- 
tions had been increased by from 40 
to 50 per cent. The present financial 
and economic situation of Germany 
was such that no payments whatever 
could be made, and it was claimed 
that revival of trade was impossible 
so long as the payments remained on 
the books. Edouard Herriot, the 
French Prime Minister, in his reply, 
did not deny the necessity for a dras- 
tic revision of payments, but insisted 
that cancellation would give Germany 
an unfair advantage in world trade, 
and demanded that any final settle- 
ment must be accompanied by guaran- 
tees of political security. While he 
made no specific mention of the 
French debt to the United States, he 
declared that a European settlement 
could be brought about only within 
the framework of a general settle- 
ment. 

Herriot’s first proposal is under- 
stood to have been a three years’ sus- 
pension of reparations, after which an 
international commission would deter- 
mine whether Germany could make 
nominal payments in the form of rail- 
way bonds, a proportion of which 
might go to the United States in place 
of debt payments. The Germans coun- 
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tered with a suggestion Were ‘in re- 
turn for cancellation, they would 
agree to accept a five-year pact de- 
signed to bring about complete eco- 
nomic cooperation with France. For 
several days there was a deadlock, 
and had it not been for the efforts of 
Mr. MacDonald the conference then 
and there would have broken down. 

A suggestion made on June 27 by 
Count Schwerin von Krosigk, the 
German Finance Minister, however, 
finally offered a way out. While Ger- 
many was neither willing nor able to 
pay reparations, he said, she might, 
when conditions improve, be willing 
to pay into a common treasury certain 
sums which could be used for the 
benefit of countries needing aid. Sev- 
eral days were devoted to the elabora- 
tion of this idea, and from it the final 
arrangement emerged. 

By the treaty Germany agrees to 
deliver to the Bank for International 
Settlements 5 per cent redeemable 
bonds to the amount of 3,000,000,000 
gold marks ($714,000,000). These 
bonds will not be negotiated for at 
least three years, and if they are not 
negotiated within fifteen years they 
will be canceled. If the bonds are put 
on the market, it will be at a rate not 
below 90 per cent; hence, this final 
German payment amounts to 2,700,- 
000,000 marks ($642,600,000), or only 
slightly more than the past year’s 
suspended Hoover moratorium pay- 
ment under the Young Plan. 

Before agreement was reached the 
question of German war guilt for a 
time also threatened to bring the con- 
ference to ruin, but it was relegated 
to the future for discussion—a con- 
cession which the German delegation 
no doubt made in return for a scal- 
ing down of the French demands. 

The speed with which agreement 
was reached was due very largely to 
the efforts of Prime Minister Ramsay 
MacDonald and to the disinterested po- 
sition of the British Government. 
Great credit must also be given to 
Premier Herriot and to Chancellor von 
Papen and to the unexpected cordial- 


ity of their relations. The French radi- 
cal found in the German Junker a man 
who spoke French and who professed a 
lifelong advocacy of full Franco-Ger- 
man understanding. The negotiations 
had extended over several weeks, and 
more than once their successful out- 
come seemed impossible. But Prime 
Minister MacDonald, who acted as both 
president of the conference and um- 


pire of the contest, refused to sur- 


render the hope of a solution. If von 
Papen was tied by the instructions of 
his Cabinet and cowed by the clamors 
of his press, Herriot was likewise 
obliged to listen to the voices from 
Paris, where every sign of German 
stubbornness served only to stiffen 
French resistance. 


The view of officials at the State 
Department was that the treaty 
opened the way for foreign govern- 
ments indebted to the United States 
to propose revision of their debt-fund- 
ing arrangements on the basis of 
capacity to pay. The United States, 
it was pointed out, has consistently 
stated that Europe should first solve 
the reparations problem before turn- 
ing to this country in any hope of 
debt relief. While members of both 
houses of Congress expressed them- 
selves as pleased that agreement had 
been reached on one of the most dis- 
turbing of post-war problems, they 
made it clear that they were for the 
most part strongly opposed to any ef- 
fort to cancel or even reduce the debts 
owing to the United States. 

No sooner had gratification begun 
to find expression over the conclusion 
of the treaty than a new situation was 
created by the disclosure of the “gen- 
tlemen’s agreement” signed by Great 
Britain, France, Italy and Belgium in 
the following terms: 

The Lausanne agreement will take 
final effect only after ratification by the 
creditor powers as provided in the 
treaty. This ratification will not be ef- 
fected until a satisfactory settlement has 
been reached between them and their 
own creditors. 

The creditor powers will have an op- 
portunity to explain the situation to 
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their respective Parliaments, but no ref- 
erence of that must be made in the 
agreement with Germany. nee 

Consequently, if satisfactory settle- 
ments are reached concerning the debts, 
the creditor governments will ratify the 
Lausanne Treaty and the agreement 
with Germany then will have its full 
effect. 

But if such settlements are not ob- 
tained the agreement with Germany will 
not be ratified and a new situation will 
arise and the interested governments 
will confer on what is to be done. In 
such an event the legal position will be 
that which existed before the Hoover 
moratorium. 

The German Government will be noti- 
fied of this agreement. 


The first official reaction of the 
United States Government to reports 
that President Hoover might consider 
cancellation or reduction of the war 
debts was the following statement 
issued by Acting Secretary of State 
Castle on July 9: “The American 
Government is pleased that, in reach- 
ing an agreement on the question of 
reparations, the nations assembled in 
Lausanne have made a great step for- 
ward in the stabilization of the eco- 
nomic situation in Europe. On the 
question of war debts owing to the 
United States by European govern- 
ments there is no change in the atti- 
tude of the American Government, 
which was clearly expressed in the 
President’s statement concerning the 
proposed moratorium on intergovern- 
mental debts on June 20 of last year.” 

President Hoover in his statement 
of June 20, 1931, after declaring 
that he did not approve “in any re- 
mote sense of the cancellation of the 
debts to us,’’ added that the debts 
should be determined on the basis of 
capacity to pay and that the United 
States should recognize the situation 
as it existed. 

Opposition in the United States to 
the attitude indicated by the “gentle- 
men’s agreement” was becoming 
stronger at this writing, but it ap- 
peared that this country would take 
no definite action until after the 
Presidential election. 
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- Text of Lausanne Reparations Tr 


voked on invitation of the govern- 

ments of Germany, Belgium, France, 
the United Kingdom of Great Britain and 
Northern Ireland, Italy and Japan in ac- 
cordance with the announcement made 
at Geneva on Feb. 13, 1932, on behalf of 
those governments. 

The object of the conference was as 
follows: To agree to a lasting settlement 
of the questions raised in the report of 
the Basle experts and on measures neces- 
sary to solve the other economic and fi- 
nancial difficulties which are responsible 
for and may prolong the present world 
crisis. 

The conference was opened at Lausanne 


T* Lausanne conference was con- 


June 16 by his Excellency M. Giuseppe 
_ Motta, president of the Swiss Confedera- 
tion; M, Jules Dufour, president of the 


Government of the Canton of Vaud, and 


M. Daillard, Mayor of Lausanne, being 


also present. 

_ In addition to inviting the governments 
mentioned above, the governments of 
the following countries were represented: 
The Commonwealth of Australia, Canada, 
Czechoslovakia, New Zealand, Poland, 
Portugal, Union of South Africa and 
Yugoslavia. The governments of Bul- 


garia, Greece, Hungary, India and Ru- 


mania were subsequently represented at 
the conference. 

The conference elected as its president 
the Right Hon. J. Ramsay MacDonald, 
Prime Minister of the United Kingdom; 
as the secretary general, Sir Maurice 
Hankey, G. C. B., G. C. M. G. 

On June 16, 1932, the representatives of 
the governments of the United Kingdom 
and Northern Ireland, France, Italy, Bel- 
gium and Japan signed the following 


- declaration: 


“Deeply impressed with the increasing 
gravity of the economic and financial 
perils which overhang the world and with 
the urgency of the problems which the 
Lausanne conference has had to consider, 
firmly convinced that these problems re- 
quire a final and definite solution di- 
rected to the improvement of European 
conditions, and that this solution must be 
pursued henceforward without delay or 
interruption with a view to its realization 
in the framework of a general settlement, 
noting that certain payment of repara- 
tions and war debts will fall due as from 
the first of July next, we are of the opin- 
ion, in order to permit the work of the 
conference to proceed undisturbed, that, 
without prejudice to the solution which 
may ultimately be reached, the execution 
of the payment due to the powers par- 
ticipating in the conference in respect of 
reparations and war debts should be re- 
served during the period of the confer- 
ence, which the undersigned govern- 
ments contend should complete its work 
in the shortest possible time. 
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“Tt is understood that the service of 
market loans will not be affected by these 
decisions. The undersigned governments 
declare that they, for their own part, are 
prepared to act on this understanding, 
and they invite the other creditor gov- 
ernments taking part in the conference 
to adopt the same course.’’ 

In accordance with the invitation con- 
tained in the last paragraph of the said 
declaration, the governments of the Com- 
monwealth of Australia, Canada, Greece, 
India, New Zealand, Poland, Portugal, 
Rumania, Czechoslovakia, the Union of 
South Africa and Yugoslavia subsequent- 
ly associated themselves therewith. 

On the occasion of this declaration cer- 
tain governments addressed to the presi- 
dent of the conference letters which have 
been placed in the archives. As a result 
of meetings held from June 16 to July 
8, 1932, the following instruments were 
drawn up: 


1. Agreement with Germany. 


2. Transitional measures relating to 
Germany. 


- 3. Resolution relating to non-German 
reparations. 

4. Resolution relating to Central and 
Eastern Europe. 


5. Resolution relating to the world eco- 
nomic and financial conference. 


The present act, of which the English 
and French texts are both authentic, will 
remain deposited in the archives of the 
government of the French Republic, 
which will deliver a certified copy to each 
of the governments who have taken part 
in the conference at Lausanne and also 
the other governments who took part in 
The Hague conference of 1929-30. 

Done at Lausanne in a single copy. 


ANNEX 1—AGREEMENT 
WITH GERMANY 


The Government of H. M. the King of 
the Belgians, the Government of the 
United Kingdom of Great Britain and 
Northern Ireland, the Government of 
Canada, the Government of New Zea- 
land, the Government of the Union of 
South Africa, the Government of India, 
the Government of the French Republic, 
the Government of H. M. the King of 
Italy, the Government of H. M. the Em- 
peror of Japan, the Government of the 
Republic of Poland, the Government of 
the Republic of Portugal, the Govern- 
ment of H. M. the King of Rumania, the 
Czechoslovak Republic and the Govern- 
ment of H. M. the King of Yugoslavia 
(thereinafter described as the creditor 
governments) and the Government of 
the German Reich, recognizing that the 
legal validity of the agreement signed 
at The Hague on Jan. 20, 1932, is not in 
question, but concerned by the economic 
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difficulties. resulting from the present as from the date on which they are nego- ee vat 
~ crisis, and being desirous to make, sofar tiated. They shall be free of all German nee 
: mee ae oo pony the pent ae taxes, present and future. Parana 
- effort to insure the normal economic an fr ghee a 
financial relations between the nations, eal GAgiakgis A Meh ae age pier ia 
_ the undersigned, duly authorized to that account, the allocation of which shall be = 
effect by their respective governments, settled by a further agreement in due ave 
have agreed upon the following: course between the governments, other | 


Declaration—The powers signatory of than Germany, signatory to the present i 
the present agreement have assembled at agreement. ieee, 
Lausanne to deal with one of the prob- 6. If any foreign loan is issued by the __ 
lems resulting from the war, with the German Government, or with its guar- 

firm intention of helping to create a antee, at any time after the coming into _— 
new order permitting the establishment force of the present agreement the Ger- yon 
and development of confidence between man Government shall offer to apply up i 
the nations in a mutual spirit of recon- to the equivalent of one-third of the net 


ciliation, collaboration and justice. cash proceeds of the loan raised to the ~~ 
They do not claim that the task accom- purchase of bonds held by the Bank for  — 

plished at Lausanne, which will com- [nternational Settlements: The purchase + ee 

pletely put an end to reparations, can price shall be such that the net yield of (ree 


alone assure that peace which all na- the bonds so purchased would be the i 
tions desire, but they hope that an game as the net yield of the loan so a 
achievement of such significance and so raised. This paragraph does not refer P 
arduously attained will be understood’ to loans for a period of not more than 
and appreciated by all pacific elements in twelve months. 

Europe and the world, and that it will 7. If, after the expiry of five years 


be followed by fresh achievements. f Fi : 
A rom the signature of the present agree- 
Eee further successes will be more tment, the Bank for International Settle- ie 
readily won if the nations will rally to jyonts considers that the credit of the 
this new effort in the cause of real peace, (German Government is restored, but the 
which can only be complete if it is aP- quotation of its loans remains, none the 
plied both in the economic and in the joc5” below the minimum price of issue ae 
political sphere, and reject all possibility fixed under Paragraph 3 above, the min- om 


ae of resort to arms or to violence. z : : Cpa, ‘ 

3 . The signatory powers will make every imum price may be varied by a decisions i 

} 5 of the board of the Bank for Interna 

_ effort to resolve the problems which exist tional Settlements, which decision shall 

| at the present moment or may arise sub- Jequire a two-thirds majority. Further , 

y 7 sequently in the spirit which has inspired at the request of the Ge AniGaveras py 
x the present agreement. ment the rate of interest may be reduced i 


Art.I—The German Government shall below 5 per cent if issue has been made 
deliver to the Bank of International at par. 


e Settlements German Government 95 per 8. The Bank for International Settle- 
3 cent redeemable bonds to the amount of ments shall have power to settle all ques- . 
three milliard reichsmarks gold [$714,- tions as to the currency and denomina- 69 


000,000], of the present standardof weight tion of bond issues and also all questions 
and fineness, to be negotiated under the as to charges and costs of issue, which 


8 following arrangements: it shall have the right to deduct from 
a 1. The Bank for International Settle- the proceeds of the issue. In conclusion, 
: ments shall hold the bonds as trustees. in questions relating to the issue of bonds 


the board of the Bank for International 
Settlements shall take the advice of the 
president of the Reichsbank, but deci- 


2. The bonds shall not be negotiated by 
the ee for pnvern ational pet lements 
before the expiry o ree years from the é Sas 
fe signature of the present agreement. Fif- Sions may be made by a majority vote. 
Bey teen years after the date of the said sig- 9. The text of the bonds will be set- 
ae nature bonds which the Bank for Inter- tled by agreement between the German 
national Settlements have not been able Government and the Bank for Interna- 
to negotiate shall be canceled. tional Settlements. 


4 3. After the above period of three years Art. II—On its coming into force the 
Y the Bank for International Settlements present agreement will terminate and be 
shall negotiate the bonds by means of substituted for the reparation régime pro- 
public issues on the market as and when vided for in the agreement with Germany 
possible, in such amounts as it thinks fit, signed at The Hague on Jan. 20, 1930, 
provided that no issue shall be made ata and the agreements signed in London on 
2 rate below 90 per cent. The German Gov- Aug. 10, 1930, and at Berlin on June 6, 
ernment shall have the right at any time 1932. The obligations resulting from the 
to redeem at par, in whole or in part, present agreement will completely replace 
- the bonds not yet issued by the Bank for the former obligations of Germany com- 
Epoetipnal pelileneats. 2e ee oe prised in the annuities of the ‘‘new plan.’’ 
the terms of issue o e bonds the Ban f 
for International Settlements shall take Art. IIIJ—Consequently Articles I, II, 
9, into account the desirability of giving the IV, V, VII, VIII and IX, and Annexes 1, 
4 German Government the right to redeem 3,5 and 5A, 6, 6A, 7, 10 and 10A of the 
the bonds after a reasonable period. ae eee apoon with Germany are defi- 
} 4, The bonds shall carry interest at 5 ait pea eh pane 
per cent and sinking fund at 1 per cent Art. IV—The protocol signed at London 
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on Aug. 11, 1931, and the protocol supple- 
mentary thereof signed at Berlin on June 
6, 1932, are abrogated. Consequently the 
provisional receipts handed to the Bank 
for International Settlements by the Ger- 
man Railway Company under the said 
protocol of Aug. 11, 1931, will be re- 
turned to it. 


Art. V—The certificate of the German 
Government and the certificate of the 
German Railway Company referred to in 
Article VIII, Annexes 3 and 4 of The 
Hague agreement, shall with the coupons 
attached be returned to the German Gov- 
ernment and the German Railway Com- 
pany respectively. 


Art. VI—Nothing in the present agree- 
ment alters or affects Article III (liquida- 
tion of the past), Article VI (so far as 
concerns the corporate existence of the 
Bank for International Settlements) or 
Article X (immunities of the Bank for 
International Settlements) of The Hague 
agreement. 


Art. ViI—A—The signatory govern- 
ments declare that nothing in the present 
agreement diminishes, varies or shall be 
deemed to diminish or vary the right of 
the bondholders of the German external 
loan of 1924 or the German Government 
international 5% per cent loan of 1930. 


B—The necessary adaptation of the 
machinery relating to the manner in 
which the obligation of the German Gov- 
ernment, with respect to the German ex- 
ternal loan of 1924, and with respect to 
the German Government international 5% 
per cent loan of 1930, will be discharged, 


' will be subject to mutual arrangement 


between the German Government on the 
one hand and the Bank for International 
Settlements, the fiscal agent of the trus- 
tees of the German external loan of 1924 
and the trustee of the German Govern- 
ment 5% per cent loan of 1930, on the 
other hand. 


Art. VIII—The present agreement will, 
on its coming into force, be notified to 
the Government of the French Republic 
by the Bank for International Settle- 
ments, with a view to the application by 
the bank of its provisions. The said gov- 
ernment will also notify the bank for the 
purpose of those States that the Young 
Plan is no longer in effect. 


Art. IX—Any disputes, whether between. 
the governments signatory to the present 
agreements or between one or more of 
those governments and the Bank for In- 
ternational Settlements as to the inter- 
pretation or application of this agree- 
ment, shall be referred to the arbitration 
tribunal set up under Article XV of The 
Hague agreement with Germany, The 
relative provisions of that article and of 
Annex 12 of the said agreement will for 
this purpose be applicable. 


Art. X—The present agreement, of 
which the English and French texts are 
both authentic, shall be ratified and the 
ratifications shall be deposited at Paris. 
The governments whose seats are outside 
Europe will be entitled merely to notify 
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the French Government through their 
diplomatic representatives in Paris that 
their ratification has been given. In that _ 
case, they may transmit the terms of — 
ratification as soon as possible. 

As soon as the present agreement has 
been ratified by the governments of Bel- 
gium, France, Germany, Great Britain, 
Northern Ireland, Italy and Japan it shall 
come into force between those govern- 
ments whose ratification has been de- 
posited or notified at that date. It shall 
come into force in respect of other signa- 
tory governments on the date of ratifica- 
tion or deposit of ratification. The French 
Government will transmit to all the sig- 
natory governments and to the Bank for 
International Settlements a certified copy 
of the procés verbal of the deposit and 
a certified copy of each ratification. 


Art. XI—The present agreement may be 
signed at any time up to the time at 
which it first comes into force by any 
governments signatory to the agreement 
with Germany signed at The Hague on 
the 10th of January, 1930. After that 
date, any of the said governments may 
accede to the present agreement by 
means of a notification addressed to the 
Government of the French Republic, 
which will transmit to the other con- 
tracting governments and to the Bank 
for International Settlements a certified 
copy of such notification. In that case the 
agreement will come into force for the 
government concerned on the date of 
such accession. 

Done at Lausanne, 9th day of July, 
1932, in a single copy which will remain 
deposited in the archives of the Govern- 
ment of the French Republic, which will 
transmit certified copies to each of the 
signatory governments. 


ANNEX 2—TRANSITIONAL MEASURES 
RELATING TO GERMANY 


The newly authorized representatives of 
the governments signatory of the agree- 
ment concluded this day with Germany 
have agreed as follows: 


Art. I—As from today’s date, the effects 
of the declaration of June 16, 1932, will 
be prolonged as regards the payments 
due by Germany under The Hague agree- 
ment of Jan. 20, 1930, the London pro- 
tocol of Aug. 11, 1931, and the Berlin pro- 
tocol of June 6, 1932. This prolongation 
will terminate on the coming into force 
of the agreement with Germany signed 
today at Lausanne, or failing this on one 
of the governments of the following coun- 
tries, Germany, Belgium, the United 
Kingdom, France, Italy and Japan, 
notifying the governments concerned 
that it has decided not to ratify. 


_ Art. II—Negotiations will be entered 
into without delay between the German 
Government and the Bank for Interna- 
tional Settlements in order that the ar- 
rangement contemplated in Article VII 
of the agreement with Germany signed 
today may be prepared before its coming 
into force. 


Art. III—As regards the execution of 


payments and deliveries in kind of con- 
tracts and work in course of execution, 
a committee consisting of representatives 
of the German Government and the gov- 
ernments concerned shall be appointed 
to draw up such proposals as may be 
ein ae in regard to such contracts and 
works. 


ANNEX 3—NON-GERMAN 
REPARATIONS. 


The undersigned governments, animated 
by the same spirit as inspired the declara- 
tion signed on the 6th of June by the five 
inviting powers, are agreed and recom- 
mend to the conference that a committee 
consisting of one representative of each 
of the governments concerned shall be 
set up to consider the group of questions 
known as ‘‘non-German reparations’’ and 
cognate questions, viewing them within 
the framework of the general settlement. 


ANNEX 4—RESOLUTION RELATING 
TO CENTRAL AND EASTERN 
EUROPE. 


In order to attain the object of the 
financial and economic reconstruction of 
Central and Eastern Europe, the confer- 
ence decides to appoint a committee 
which will be entrusted with the duty of 
submitting to the organizing committee 
of the European Union, at its next ses- 
sion, problems as to the measures re- 
quired for the restoration of the coun- 
tries of Central and Eastern Europe, and 
in particular 

(a) Measures to overcome the present 
difficulties of those countries and to 
make possible the progressive suppres- 
sion, subject to the necessary safeguards, 
of the existing system of exchange con- 
trol. 

We are of the opinion that in order to 
permit the work of the said committee 
to proceed undisturbed without prejudice 
to any question of principle, or to the 
solution which may ultimately be reached, 
the execution of the payments due in re- 
spect of the above-mentioned question 
should be reserved until the 15th of De- 
cember next, failing a settlement before 
that date. Signed at Lausanne the 7th 
of July, 1932, for the governments of: 

(Here follow the signatures of the six 
inviting powers.) 

(b) Measures to revive the activity of 
trade both among those countries them- 
selves and between them and other States, 
and to overcome the difficulties caused 
to the agricultural countries of Central 
and Eastern Europe by the low price 
of cereals, it being understood that the 
rights of such countries shall remain re- 
served. : 

Accordingly the conference invites the 
governments of Austria, Belgium, Bul- 
garia, Czechoslovakia, France, Germany, 
the United Kingdom, Greece, Hungary, 
Italy, Poland, Rumania, Switzerland and 
Yugoslavia each to appoint no more than 
two representatives on the committee 
referred to above. 


INTERNATIONAL EVENTS | 


579 


ANNEX 5—RESOLUTION RELATING 
TO A WORLD ECONOMIC AND 
FINANCIAL CONFERENCE 


The conference, apart from the ques- 
tions already dealt with in this resolu- 
tion, has further undertaken to decide 
upon ‘‘the measures necessary to solve 
the other economic and financial difficul- 
ties which are responsible for or may pro- 
long the present world crisis.’’ 


The main questions of this order which © 


demand examination are as follows: | 

(a) Financial questions: Monetary and. 
credit policy, exchange difficulties, the 
level of prices, the movement of capital. 

(b) The economic question: Improved 
conditions of production and interchange, 
with particular attention to tariff policy, 
prohibition and restriction of importation 
and exportation, quotas and other bar- 
riers of trade, producers and agreements. 
The conference emphasizes in particular 
the necessity of restoring the currencies 
on a healthy basis and of thereby making 
it possible to abolish measures of ex- 
change control and to remove transfer 
difficulties. Further, the conference is 
impressed with the vital need of facil- 
itating the revival of international trade. 

To achieve the above purposes: 


The conference decides to invite the 
League of Nations to convoke at a con- 
venient date and at a place to be fixed 
(not necessarily Geneva) a conference on 
monetary and economic questions. The 
conference decides to entrust the pre- 
liminary examination of these complex 
questions, which are closely interde- 
pendent, to an authoritative committee of 
experts. The conference therefore invites 
the Governments of Belgium, France, 
Germany, Italy, Japan and the United 
Kingdom each to appoint as members of 
the committee two experts, one qualified» 
to deal with economic questions, the 
other qualified to deal with financial 
questions. The committee would divide 
itself into two subcommittees according 
to the two branches of the subject. The 
two subcommittees would naturally have 
discretion to meet in joint session when- 
ever necessary, with the object of insur- 
ing the necessary coordination in their 
labors. 

The conference further resolves to in- 
vite the Government of the United States 
of America to be represented on the com- 


mittee on the same basis as the govern- f 


ments of the States mentioned above. f 

Finally, the conference invites the’ 
Council of the League of Nations to 
nominate three persons qualified by their 
financial competence and three persons 
qualified by their economic competence. 
It would be desirable that these persons 
should be nationals of countries other 
than those mentioned above. They might 
seek assistance from the directors of the 
economic and financial sections of the 
secretariat of the League. 

The conference similarly seeks the col- 
laboration of the Bank for International 
Settlements and decided to invite the 
latter to nominate two persons to par- 
ticipate in the work of the subcommittee 
on financial questions. E 
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A YEAR and a day after launching 
the proposal for the moratorium 
that rescued Europe and no doubt the 
United States also from an economic 
catastrophe, President Hoover made 
the dramatic announcement to the 
newspaper men assembled at the 


White House that the American dele- 


gation at Geneva was at that moment 
presenting a plan for a reduction by 


one-third of the armament burden of 


the world and the total abolition of 
all tanks, all bombing planes, all large 
mobile guns and all instruments of 
chemical warfare. The immediate ef- 
fect of these proposals was to breathe 
new life into a body that seemed mor- 
ibund. , 
Then, on July 7, the British Govern- 
ment countered with a proposal of 
somewhat similar to the 
Hoover scheme, but varying in one 
essential. Speaking in the House of 
Commons, Stanley Baldwin asked re- 
duction of armaments by one-third, 


not in the treaty number and tonnage 


of battleships, but in the tonnage and 
gun calibre of all categories of naval 
vessels. “The whole scale would 
come down together and there would 
be a definite return to smaller dimen- 
sions,” the British disarmament pol- 
icy read. ‘On this basis the United 
Kingdom proposal would effect an ul- 
timate reduction of capital ship ton- 
nage alone of 195,000 tons, while com- 
parable figures under the United 
States proposal would appear to be 
about 175,000 tons.” 

From April 22 to June 10 the so- 
called technical commissions, largely 
composed of professional military and 
naval men, had been debating solemn- 
ly whether certain weapons are de- 
fensive in character and consequently 
may be retained, or are primarily of- 
fensive and should be abolished. Each 
delegation defended vigorously the 


weapons suited to the needs of its 
own country, and there was agree- 
ment in almost nothing except that 
gas and bacteriological warfare must 
go. 

The reports of the technical com- 
missions made it evident that the 
principle of qualitative disarmament 
(see June CURRENT HISTORY, page 
325) was not a fruitful one, and the 
professional pessimists freely pre- 
dicted the complete failure of the con- 
ference. The leaders realized, how- 
ever, that from every point of view 
some positive result is essential and 
they cast about for other formulae 
which might bring agreement. 

MacDonald went to Paris on June 
11 for a two-day conference with 
Herriot on disarmament and repara- 
tions. This visit marked a definite 
change in British tactics. Hitherto 
attempts had been made to reach a 
preliminary agreement with the 
Americans, and then to approach the 
French. ‘The result frequently was 
irritation in Paris because the French 
are intensely jealous of their national 
prestige. Since they hold the whip 
hand progress was sure to be more 
rapid after this fact was recognized. 
The two Prime Ministers journeyed 
together to Geneva, arriving there on 
June 13. During the next few days 
their time was largely taken up by 
the discussions at Lausanne, but on 
June 19 conversations between the 


\ 


leading delegates of France, Great 


Britain and the United States were 
resumed. There were several meetings, 
and both Mr. Gibson and Mr. Mac- 
Donald talked with President Hoover 
by telephone. 

By 2 A. M. on June 22 enough prog- 
ress had been made so that messages 
were sent out calling a meeting of the 
conference for the afternoon of that 
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Ta The secret had been’ carefully 
_ guarded, and when Mr. Gibson rose to 


speak there was intense interest. 
President Hoover’s memorandum set 
forth five general principles on which 
his proposal was based: 
the Pact of Paris implies that arms 


ean be used only for defense; (2) 
that reduction should be accompa- 


nied by an increase in the compara- 
tive power of defense; (3) that, 
generally speaking, the present rela- 
tivity of armaments should be main- 
tained; (4) that reductions should be 
sufficient to afford economic relief, 
and (5) that air, land and naval forces 
are interconnected and cannot be dis- 
sociated. He accordingly proposed 
that all tanks, all chemical warfare, 
all bombing planes and all large 
mobile guns should be given up; that 
all land forces in excess of the so- 
called police contingent should be de- 
creased by one-third, the size of the 
police component to be determined by 
an average of the proportions allowed 
to Germany, Austria and Bulgaria in 
the peace treaties, with necessary cor- 
rections for powers having colonial 
possessions; that the treaty number 
and tonnage of battleships should be 
decreased by one-third, of aircraft 
carriers, cruisers and destroyers by 
one-fourth, of submarines by one- 
third, with 35,000 maximum tonnage 
of the last. Such a reduction would 
result, Mr. Hoover believes, in savings 
to taxpayers, during the next ten 
years, amounting to from $10,000,000- 
000 to $15,000,000,000. 

Immediately, and without hesita- 
tion, Italy and the Soviet Union ac- 
cepted the plan, but, as was to be 
expected, the other nations were not 
so responsive. France frankly did not 
like it, and had, in fact, attempted 
to dissuade the American delegation 
from proposing it. The opposition, 
both within the delegation and at 
home, was less united than usual. 
In the Chamber of Deputies and in 
the Paris newspapers, it was con- 


(1) That 
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demned by the Right, bit the Left 


generally agreed that it merited con- __ 
sideration. The Right argued that the | 
sacrifice demanded of France was 


disproportionate. With no compen- 
sating international guarantees, she 
was asked to surrender the arms that 


give her security. To accept the pro- 


posal would seriously affect her pres- 
ent dominance in Europe. Herriot’s 
statement, issued after a Cabinet 
meeting on June 25, almost com- 
pletely condemned the plan, but sub- 
sequently more moderate views gained 
ground. 


The British were less cordial than ; 


could have been wished. Their atti- 


tude was doubtless determined by the | 


desire not to antagonize France and 
by traditional fear of anything that 
may reduce their naval strength. The 
backbone of the present National 
Government is Conservative, and 
most of the “blue water” people are 
of that party. If they are to be held 
in line, the delegation must be cau- 
tious. With the exception of The 
Morning Post, which can be counted 
on to oppose any sort of concession, 
the newspapers commented in a dis- 
tinctly favorable tone. In response to 
questions in the House of Commons, 
the spokesmen of the government 
were entirely non-committal, but 
that they were in principle agreed 
with the American scheme was shown 
by their own proposal of July 7. On 
his return to Geneva, after his visit 
to London to lay the Hoover plan 
before the Cabinet, Sir John Simon 


sought an informal five-power dis- | 


cussion of the naval section, but he 
was opposed by the American dele- 
gation on the ground that the prin- 
ciple of the interdependence of all 
arms must be maintained. 

As was to be expected, Japan’s re- 
ception of the Hoover plan was defi- 
nitely hostile. She does not admit that 
her present ratio of armaments repre- 
sents her actual needs, confronted as 
she is by both China and Russia. She 
has always resented the 5-5-3 ratio, 
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and her experts hold that the amount 
of tonnage which the plan would re- 
quire them to scrap is entirely dis- 
proportionate. As she credits the 
United States, justly enough, with 
leading the opposition to her plans 
in Manchuria, she is not well dis- 
posed to proposals of American 
origin. The present complete control 
of her foreign relations by her mili- 
tary and naval men is a serious ob- 
stacle in bringing her to agreement. 

Germany is affected by the pro- 
posal only in so far as it does not 
satisfy her demands for equality and 
for cancellation of the sections of the 
Versailles Treaty relating to her own 
disarmament. While she is bound to 
maintain this principle she _ will 
hardly oppose this approach to her 
desires. The attitude of most of the 


smaller powers seems to be favorable. — 

Despite the fact that both the Re- 
publican and the Democratic plat- 
forms approve the principle of con- 
sultation, President Hoover displays 
a curious reluctance to enter upon an 
agreement to do what he says we in- 
tend to do—to follow the precedent 
set by the consultation in the Sino- 
Japanese affair. A formal statement 
of our policy would be very helpful, 
particularly in France, in securing 
popular support of the concessions 
which we desire. If this could be in- 
corporated in a treaty along the lines 
suggested by the Committee on Eco- 
nomic Sanctions, making it certain 
that we would not give economic sup- 
port to an aggressor, we would re- 
move an important obstacle to dis- 
armament.—ZJ. T. G. 


America’s Efforts for Recovery 


By E. FRANCIS BROWN 


HE mid-Summer doldrums, with 

the party conventions over, the 
Congressional session near an end 
and the fiscal year of the Federal 
Government concluded, present an op- 
portunity to consider the state of the 
nation. For more than seven months 
Congress has been wrestling with the 
many problems presented by the 
world-wide depression; business lead- 
ers, individually and collectively, have 


~ been seeking ways to restore the na- 


tion’s economic life; while ordinary 
citizens have been adapting them- 
selves, as well as may be, to the 
stresses and strains placed upon them 
by a troubled world. What are the 
high lights of the picture? 

In the public mind, at the moment, 
the 1932 political campaign holds a 
prominent position. (See the article 
“The Conventions of 1932” on page 


521 of this issue.) Party candidates 
have been selected, platforms pre- 
sented and, during the next four 
months, the pleading by representa- 
tives of the various political affilia- 
tions for popular support will be 
heard through the land. Whether the 
Republicans or the Democrats win at 
the polls, the responsibility of govern- 
ment and leadership which will fall 
upon the victorious party will be well 
nigh crushing. 

One of the great burdens will be 
that of government finance with its 
far-reaching implications. Both major 
parties in their platforms have 
pledged themselves to economic ad- 
ministration of public affairs and to 
reduction of the costs of government, 
but the success with which such a 
promise can be carried out is debata- 
ble. The nation has just witnessed the 


attempt of Congress to reduce gov- 
ernmental expense and has obtained 
some appreciation of the difficulties 
involved. 

In his budget estimates for the pres- 
ent fiscal year President Hoover pro- 
posed reductions totaling $365,000,000 
—a, figure to which Congress added 
a further reduction of $125,000,000 in 
the routine appropriation bills. More- 
over, an omnibus economy bill enacted 
by Congress is expected to add $150,- 
000,000 to the savings in the cost of 
governmental operation. But these 
economies were achieved only after 
prolonged and arduous negotiations. 


The omnibus economy bill plagued 
members of Congress for several 
months but was finally passed on June 
28 and two days later was signed by 
President Hoover, though with “lim- 
ited satisfaction.” In Congress its his- 
tory had been troubled and the bill 
was the cause of frequent, acrimoni- 
ous exchanges between the President 
and the two legislative houses. The 
principal issue was the President’s in- 
sistence that a thirty-day furlough 
without pay be compulsory for all 
Federal employes—a proposal which 
was bitterly attacked by the House 
although accepted by the Senate. 
Eventually the President carried his 
point and the furlough plan became 
the basic economy. In its final form 
the bill satisfied no one, but responsi- 
bility for its failure to achieve greater 
reductions in Federal expenses can 
be placed on the lack of cooperation 
between the President and Congress. 

The economy bill became law at the 
end of the fiscal year on June 30; at 
the same time the departmental ap- 
propriation bills were being rushed 
through Congress. On July 1, when 
the new fiscal year, 1932-1933, began, 
the supply bills for the War Depart- 
ment and the Department of Agricul- 
ture were unable to make progress 
because of the inability of the Senate 
and the House to agree on items con- 
tained in them. The House insisted 
upon the elimination of 2,000 army 
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officers as an economy measure, but. 


the Senate withheld its consent with 
the result that the War Department 
began 1932-33 without funds for the 
performance of its functions. The 
Agricultural Department bill was held 
up by the opposition of House Demo- 
crats to an item for carrying on war 
against grasshoppers. The bill finally 
passed on July 5 after the grasshop- 
per item had been eliminated. 


These economies and the added in- 
come from the tax bill passed on June 
6 (see July CURRENT HIsToRy, page 
466) were expected to prevent the 
recurrence of a deficit comparable to 
that of approximately $2,885,000,000 
for the fiscal year 1931-1932. This 
figure is $762,000,000 greater than 
the estimate made by the Secretary of 
the Treasury at the beginning of the 
session of Congress in December, 1931, 
but some of the discrepancy is due to 
the demands made upon the Treasury 
by the Reconstruction Finance Cor- 
poration and the Federal Land Banks. 
At the close of the year the public 
debt was $19,487,002,444, as compared 
with the pre-war debt, which on March 
31, 1917, amounted to $1,282,044,346. 


Another problem which is almost 
certain to demand the attention of 
the Federal Government for many a 
day is unemployment. This question, 
like so many that now confront the 
nation, should have been considered 
years ago and attempts made to meet 
it before an economic crisis made a 
solution temporarily impossible. The 
answer to the problem of unemploy- 
ment will have to be given later; for 
the moment all that the government 
can do is to apply palliatives. 


For over two months Congress has . 


sought to enact legislation that would 
partially care for those out of work 
and not be too repugnant to members 
of Congress or to the occupant of the 
White House. (See July CuRRENT His- 
TORY, page 468.) The House, it will 
be recalled, on June 7 passed a bill 
providing that a total of $2,290,000,- 
000 be expended for unemployment 


-relief measures of various anaes 


Democratic measure to which Presi- 
dent Hoover was unalterably opposed. 
Several proposals were before the 
Senate at the beginning of June, but 
it was not until June 23, after labor 
leaders and social workers had 
stressed before the Senate the need 
of immediate relief, that the upper 


house passed a bill providing for the 


expenditure of $2,300,000,000. The 
bill included $300,000,000 for loans to 
the States, which had been voted 
earlier by the Senate, as well as $500,- 
000,000 for Federal construction proj- 


ects, $1,460,000,000 for loans to States, 


political subdivisions and private cor- 
porations for self-liquidating enter- 
prises and $40,000,000 for financing 


agricultural exports. The bill then 


passed to conference where represen- 
tatives of the House and Senate tried 
to iron out the differences between 
the bills which had been passed by the 
two bodies. 

The conference report, which was 
brought in on July 1, provided for a 
total relief budget of $2,100,000,000. 
Of this sum $1,500,000,000 would be 
handled by the Reconstruction Finance 
Corporation for loans to public and 
private enterprises, $300,000,000 for 


the construction of public works, 


$200,000,000 for direct loans to the 
States on the basis of population and 
$100,000,000 for direct loans to the 
States on the basis of need. But before 
the House could act on the conferees’ 
report it was withdrawn because of 
President Hoover’s opposition and 
consideration was delayed until after 


a White House conference between the 


President, Treasury officials, mem- 
bers of the Reconstruction Finance 
Corporation and Congressional lead- 
ers. 

The President was especially op- 
posed to lending money “to individ- 
uals, private corporations, partner- 
ships, States and municipalities on 
any conceivable kind of security for 
every purpose.” As he advocated loans 
to private enterprises, although on a 
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somewhat different basis, only EWae a 
months earlier, there was reason be- 


Seep * 
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hind the refusal of Congressmen to 
accept Mr. Hoover’s new position. On 
July 6 Speaker Garner assailed from 
the floor of the House the attitude of 
the President, declaring that he was 
interested in aiding only a “selected 
clientele.’ But as for himself, Mr. 
Garner declared that he was “through 
with class legislation” and “desired to 
help the whole people.” The merits of 
the dispute are difficult to decide 
since politics, as well as two widely 
separated theories of social and eco- 
nomic organization, is involved. 

In spite of the threat of a Presi- 
dential veto the House on July 7 
adopted the conference report on the 
Wagner-Garner unemployment relief 
bill. On July 9 the Senate acted favor- 
ably on the bill, which was then sent 
to the White House where, two days 
later, it was vetoed. 

While Congress debated the unem- 
ployment relief bill, the plight of those 
without work grew steadily worse and 
their number increased. As _ usual 
there are no exact figures, but the 
Department of Labor in the middle of 
June indicated that it agreed with the 


estimate of the American Federation | 


of Labor that more than 10,000,000 
workers were unemployed. In many 
communities funds for relief have 
been exhausted, or nearly so, while 
the burden in a host of cities—in 
New York City expenditures are now 
on a basis of $65,000,000 a year— is 
overwhelming. 

Closely related to the unemploy- 
ment problem at the present time is 
the agitation for immediate payment 
of a bonus to the veterans of the 
World War. The march of veterans— 
most of whom were unemployed—on 
Washington and their encampment on 
the outskirts of the city (see July 
CURRENT History, page 470) failed to 
obtain the passage of legislation 
favorable to the ex-soldiers, and 
created a threatening situation to the 
health authorities and police of the 
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but, as had been expected, was re- 
jected by the Senate two days later. 


‘It was hoped that this defeat would 


bring about the disintegration of what 
had become known as the Bonus Ex- 
peditionary Force, but the passing 


weeks saw more than 10,000 men still 


encamped at Washington, agitating 
for payment of the bonus and main- 
taining themselves on meager rations. 
The unhealthy conditions of their 
camp frightened Washington authori- 
ties, who feared the outbreak of epi- 
demics; moreover, the presence in the 
city of so large a force of disgruntled 
men was a constant menace to law 
and order. 

On July 7, the House, acting upon 
the request of President Hoover, 
passed a resolution appropriating 
$100,000 for railroad fares and other 
expenses which would enable members 
of the B. E. F. to return home. 
The Senate, which had previously 
passed a similar resolution, substi- 
tuted that of the House for its own 
and the appropriation bill was sent 
to the President. The bill provides 
that the advances made to the vet- 
erans shall be charged against their 
compensation certificates 
when they become due. 

Whatever may come of the present 
agitation for veterans’ aid, there can 
be no doubt that before long a too 
charitable government must tackle 
the problem of expenditures to the 
men who participated in the World 
War and to their families. (See the 
article, “Billions for Veterans” on 
page 557 of this issue). The burden 
is too heavy to be borne in abnormal 
times and, moreover, an element of 
justice to American citizenry as a 
whole is involved. But this ticklish 
problem awaits further consideration. 

The prohibition issue which has 
grown steadily more insistent in 
American life likewise awaits answer. 
The month of June witnessed the ad- 
herence of several important drys to 


A pill for payment of the 
_ bonus passed the House on June 15, 


the wet cause, notably John R. Mott, 


president of the World’s Alliance of 
the Y. M. C. A., and the defection of 


the traditionally dry State of North — 
Carolina to the wet column through 
the overwhelming defeat fortheSena- 
torial nomination of an outstanding 
prohibitionist, Senator Cameron Mor- — 


rison. The repeal plank in the Demo- 
cratic platform and the somewhat 
equivocal statement by the Republi- 
cans has renewed agitation in Con- 
gress to legalize 4 per cent beer, to 


modify the present prohibition law or 
to repeal the Eighteenth Amendment. 


Meanwhile irreconcilable prohibition- 
ists declared war on both major po- 
litical parties and commenced what to 
many seemed to be a last stand before 


the onslaught of rising anti-prohibi- © 


tion sentiment. 

But prohibition probably has re- 
ceived more than its share of public 
attention and has tended to obscure 
the importance of other problems be- 
fore the nation. Outstanding among 
these is the needed reform of the 


American banking system. In spite — 


of the fact that in the past ten years 
almost 10,000 banks have failed in the 
United States and that these failures 
have continued to mount steadily, 
little attempt has been made to im- 
prove the system which permitted 
such a situation. Senator Glass in the 
recent session of Congress sponsored 
a bill proposing many changes in 
banking methods but, perhaps largely 
through the opposition of banking in- 
terests, it was sidetracked on June 
15, while small banks up and down 
the country continued to crash dis- 
mally. 

In close partnership with the need 
for reform of the banking system is 
the question of stock exchange prac- 
tices and of the speculation which in 
the past few years aided indirectly 
in bringing banks to ruin. On June 
24, the Senate’s inquiry into the stock 
exchange ended suddenly without any 
very sensational disclosures, although 
in the minds of many people there 
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was a feeling that if the Senate inves- 
tigators had probed more deeply they 
might have discovered customs which 
would have stimulated a demand for 
more careful supervision of the ex- 
change and the buying and selling of 
securities. 

In any survey of the state of the 
nation it is necessary to consider the 
various measures which have been 
taken to bring about economic re- 
covery, their effect to date and their 
implication, if any. Of greatest prom- 
inence, of course, is the Reconstruc- 
tion Finance Corporation, which came 
into being last January and has been 
making loans to banks, railroads and 
farmers. Within less than five months 
the R. F. C. advanced funds to one 
out of every seven banks in the coun- 
try; the railroads borrowed heavily 
also, and, during June, loans to them 
reached a total of $29,589,563, the 
largest amount for any single month 
since the R. F. C. began operations. 

The benefits bestowed by the R. F. 
C. are debatable. Its loan policy has 
apparently kept many banks from 
failing and has kept railroads out of 
the hands of receivers. But the cor- 
‘poration has been unable to restore 
the nation’s economic life, and whether 
the present situation would be worse 
if the R. F. C. had never been organ- 
ized is something that will never be 
known. One financial writer has said 
that “the formation of the corpora- 
tion did not mark the turning point 
of the depression. What it did mark 
was the start of a scheme for the so- 
cialization of losses on a scale that 
never has been equaled in another 
capitalistic economy.” 

Late in June the R. F. C. indicated 
that it would no longer attempt to 
support small banks which found 
themselves in difficulties. As a result 
a series of small institutions, especial- 
ly in the Chicago area, were closed, 
runs developed on the larger banks 
and hoarding apparently was resumed, 
since the amount of currency in cir- 
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culation rose $144,000,000 in a week, 
wiping out all the gains achieved by 
the anti-hoarding drive which was in- 
itiated last February. Although the 
policy of the R. F. C. has seemingly 
kept the railroads from insolvency, it, 
of course, has been unable to restore 
their earnings, which have fallen 
steadily every month. 

If business conditions should im- 
prove soon, the work of the R. F. C. 
undoubtedly would receive the stamp 
of approval, but if the depression con- 
tinues for any great period, it seems 
probable that the policies of the cor- 
poration will give rise to far-reaching 
problems. The amount of money that 
can be lent to banks and railroads is 
not unlimited; moreover, what follows 
if on these loans the borrowers should 
default ? 

The Glass-Steagall bill, which was 
enacted soon after the establishment 
of the R. F. C., has made it possible 
for the United States to withstand the 
prolonged drain on its gold reserves 
and, for the moment, has insured the 
maintenance of the gold standard. 
(See article “The World’s Shifting 
Gold Reserves” on page 540 of this 
issue. ) 

Three other measures have been at- 
tempted to improve conditions. The 
Congressional investigation of short- 
selling amounted to little, either as an 
investigation or in its effect on eco- 
nomic activity. The Federal Reserve 
attempt to inflate credit by purchasing 
government securities seryed only to 
“demonstrate the utter futility of the 
theory which inspired it.” And, finally, 
the bond pool which was formed early 
in June “to do something” has done 
little more than retard the steady 
decline of bond and stock prices. 

President Hoover’s final major pro- 
posal for economic recovery, the es- 
tablishment of Federal home-loan 
banks, was passed by the House on 
June 15, but on July 11 still awaited 
the approval of the Senate. The bill 
as passed provided for the setting up 
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of from eight to twelve home-loan 
banks throughout the country, each 
with a capital stock of not less than 
$5,000,000. A fund of $125,000,000 is 
to be provided by the R. F. C. in case 
the capital for the district banks is 
not fully subscribed. The chief pur- 
pose of the bill is to stimulate the 
building of homes where ordinary 
mortgage credit is unavailable. 


Meanwhile, as we have seen, unem- 
ployment has increased steadily, busi- 
ness conditions have grown worse, 
while farm prices, with isolated ex- 
ceptions, have achieved record lows. 
The economic condition of the nation 
obviously is worse than when the Ad- 
ministration’s program for restoring 
prosperity was initiated. The rehabili- 
tation program has succeeded only in 
postponing the day of reckoning, and 
that is small praise. 


It is significant that at a time of 
unquestioned economic distress, when 
the organization of government as 
well as the economic order is under 
fire, only palliatives are proposed and 
no attempts have been made to correct 
any of the elements in the system of 
capitalistic production which the 
present breakdown has shown demand 
attention. Among radicals and liberals 
there has been much talk of “a prac- 
tical program for America,” but it 
has got nowhere. Economists, as well 
as captains of industry, have praised 
the idea of national planning, but 
nothing has been done. At the pres- 
ent time about all that can be sug- 
gested seems to be the substitution of 
some form of governmental dictator- 
ship, managed by big business, for 
the present democratic system, but 
even here there is no agreement as to 
who is to be dictator. The irreverent 
have suggested that since business 
leaders did not understand how to 
keep the nation from economic diffi- 
culties, they cannot be expected to re- 
store, with any degree of success, the 
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ruptured fabric of our economy. 

At the present time the talk of dic- 
tatorship—revolution from above— 
is more in evidence than that of so- 
cial overturn through a rising of the 
oppressed classes. In spite of the bur- 
den of hardship which the economic 
depression has placed upon the work- 
ing-classes there are but few signs of 
social unrest or active discontent. The 
talk of revolution comes from the 
bourgeois liberals who have suddenly 
lost what they believed was economic 
security and who, unaware of how 
revolutions come about, believe that 
their own distress is of the sort from 
which great changes spring. Possibly, 
however, the cleavage between the 
very rich and the rest of the popula- 
tion has been exaggerated by the de- 
pression; it is this apparent cleavage 
that the Democrats seem bent on 
capitalizing in the pending political 
campaign. 

Social changes are taking place, 
painfully in a good many instances, 
but without any great disturbance. 
Many people, if unsubstantiated but 
apparently credible stories can be ac- 
cepted, are leaving the cities to take 
up residence on farms or in country 
villages where living is cheaper if no 
easier. Historians of a later day will 
be able to ascertain whether the move- 
ment is significant. Actually what 
is happening to the farmer is hard 
to determine. The American standard 
of living has undoubtedly fallen, but 
in many instances the drop has not 
entailed suffering, but rather a return | 
to a saner, less frivolous, less extrava- 
gant way of life. What the crisis 
means in suffering and sorrow to the 
masses of the population can never 
be told; future generations, however, 
will reap the fruits of the malnutri- 
tion and privation which have accom- 
panied the depression in the cities 
and towns of the United States. 

Such is the picture at the end of the 
terrible first half of this year 1932. 


By CHARLES W. HACKETT 


Professor of Latin-American History, University of Texas; 
Current History Associate 


STORM of opposition by business 

men and politicians throughout 
Mexico to the radical expropriation 
laws passed in the States of Hidalgo, 
Vera Cruz and Michoacan has re- 
- sulted in the notification of the first 
two States by President Ortiz Rubio 


ay that the legislation is unconstitutional 


and must be revised. 


Following the example set by Hi- 
dalgo late in May, the State Legisla- 
tures of Vera Cruz and Michoacan 
passed expropriation laws early in 
June. A translation of the Vera Cruz 
act as published in the official Gazette 
on July 2 follows: 


Art. 1. Property rights of all classes of 
possessions may be subject to enforced 
expropriation for reasons of public utility, 
with indemnification. 

_ Art. 2. Public utility is that which tends 
to benefit the State, the municipalities, 

the State inhabitants in general and 

workmen’s and peasants’ organizations. 

Art. 3. All sources of wealth or of labor 
existing within the State, such as agri- 
cultural, commercial and industrial con- 
cerns, urban and country buildings, capi- 
tal and other wealth susceptible to expro- 
priation, will come within Art. 1, and for 
that reason will be subject to expropria- 
tion under the circumstances indicated in 
Art. 1. 

Art. 4. The declaration that work or 
works, occupation of one or several prop- 
erties or the exploitation of one or several 
sources of wealth or of labor, is a public 
utility is under the authority of the State 
Governor, provided the application of any 
Federal decree or law is not concerned. 

Art. 5. The procedure for expropriation 
referred to in this law, including every- 
thing connected with indemnification, 
en be governed by Law 323 of July 22, 


El Nacional, organ of the National 
Revolutionary party (the government 
party), denounced the Vera Cruz law 


in an editorial on June 5, stating that 
“outright communism would be much 
easier and more logical,” and that the 
party could not support legislation 
that was clearly unconstitutional. Pro- 
tests against the laws were drawn up 
by a score of Chambers of Commerce. 
On June 8 President Ortiz Rubio, 
while on a week-end visit to the Gov- 
ernor of Hidalgo, announced that they 
were discussing modifications of the 
Hidalgo law. Two days later it was 
announced at the office of the Presi- 
dent that a juridical commission, 
headed by Attorney General José 
Aguilar y Maya, had been appointed 
to pass on the constitutionality of the 
expropriation laws of the States of 
Hidalgo, Vera Cruz and Michoacan, 
and that pending the investigation the 
laws would be suspended. The follow- 
ing day Governor Adalberto J. Tejada 
of Vera Cruz left the State capital for 
Mexico City in response to peremptory 
orders from Minister of War Calles to 
appear in the national capital and 
explain the Vera Cruz law. 

The unpopularity of the expropria- 
tion laws and the general alarm in 
business circles that was caused by 
them was reflected in the sharp de- 
cline of the silver peso from an ex- 
change value of 3.63 pesos per silver 
dollar on June 4 to 3.90 on June 10. 

A modification of the expropriation 
law of Hidalgo to remove doubts as to 
its constitutionality was promised by 
Governor Lugo of that State on June 
11. This announcement followed a con- 
ference with Secretary of the Interior 
Juan José Rios, after the law in Hi- 
dalgo had met a reversal in the Dis- 
trict Court at Pachuca. The same 
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3a it was reported that the Gover- 
nors of Hidalgo, Vera Cruz and Mich- 
oacan had been summoned to Mexico 
City for conferences regarding the 
expropriation laws recently passed in 
those States. The Governors of the 
first two States conferred with gov- 


ernment attorneys on June 15. Two 


days later the Department of the In- 
terior announced that President Ortiz 
Rubio had notified the States of Hi- 
dalgo and Vera Cruz that their ex- 
propriation laws required revision be- 
cause of their unconstitutionality. 
The following day President Ortiz 
Rubio telegraphed all State Governors 
in Mexico asking their cooperation to 
prevent the adoption of laws similar 
to those enacted in Hidalgo and Vera 
Cruz. He said in part: 


The Federal Government is aware of 
changing social conditions and change in 
the political and social sciences; it also 
remembers the revolution’s obligation to 
the working classes. I feel that the pres- 
ent is not the moment to proffer to the 
outside world a panorama of disintegra- 
tion in our system of government in order 
to accede to the wishes, not of the major- 
ity that governments must always strive 
to satisfy, but a minority, for measures 
which perhaps would be misunderstood 
as far as results were concerned. * * * 
I feel certain that you will employ all the 
means within your power and within your 
constitutional rights when your local Leg- 
islature is studying any law that in your 
opinion might contribute to an increase 
in the general perturbation, and will com- 
municate, before approving such laws, 
with the Federal Government to coordi- 
nate ideas, which is indispensable to 
reach harmonious action regarding legis- 
lative matters. 


An agreement providing for an ex- 
tension for two years of the general 
and special claims conventions he- 
tween Mexico and the United States 
has been signed, according to a De- 
partment of State announcement on 
June 18. The conventions, which were 
originally signed in September, 1923, 
expired in August, 1931. At the same 
time that the conventions were ex- 
tended, two protocols were signed, 
“one for each convention, relating to 
the functioning of the commissions 
and covering such matters as the ex- 
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pediting of the hearings of caine: the 
fixing of the place of future meetings, © 


‘the submission of evidence and the _ 


proposing of certain standards of in- 
terpretation.” 


PANAMA’S NEW PRESIDENT 


The election of Dr. Harmodio Arias, — 
Doctrinal Liberal, to the Presidency of 
Panama on June 5 was free from dis- 
turbance, although, when the results — 
were announced, the San Blas Indians _ 
were reported to have gone on the 
warpath because of the defeat of Dr. 
Francisco Arias Paredes, Reform Lib- 
eral, who had conceded his defeat in 
a friendly letter dated June 7. The 
uprising of the Indians was reported 
to have been quelled without serious 
consequences by June 9. Appreciation — 
for the cooperation received from the 
army and naval authorities of the 
United States and for the “friendly 
and efficacious cooperation” of United 
States Minister Roy T. Davis in en- 
couraging a fair election was ex- 
pressed to the United States Govern- 
ment by the Panaman Minister to the 
United States, Dr. Horacio F. Alfaro. 
In reply, Secretary of State Stimson 
praised the orderly conduct of the 
election in Panama. The inaugura- 
tion of President Arias is scheduled 
for Oct. 1. 


As a result of a decline of revenues 
resulting in a deficit of $125,000 a. 
month, a reduction of probably 10 per 
cent in the salaries of all government’ 
employes, effective on July 1, was de- 
cided upon by the President of Pan- 
ama and his Cabinet on June 15. 

Payment of $2,201,874.05 in inter- 
est charges and amortization on its 
external and internal indebtedness 
was made by the Government of Pan- 
ama between March 1, 1931, and 
April 30, 1932, according to an offi- 
cial announcement on June 18. 


REBEL ACTIVITY IN NICARAGUA 


Clashes between Nicaraguan rebels 
and Nicaraguan National Guardsmen, 
which, during May, resulted in the 
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death of twenty rebels and the wound- 
ing of forty others, continued during 
June. No fewer than seven engage- 
ments between rebels and guardsmen 
were reported between June 2 and 
June 24. During this period at least 
sixteen rebels were known to have 
been killed and probably ten wounded. 
The guardsmen were reported to have 
suffered no casualties in any of the 
skirmishes except one on June 18 and 
another on June 20, in each of which 
one guardsman was wounded. 

In an article by Augusto Sandino, 
published in Tegucigalpa, Honduras, 
on June 15, the assertion was made 
that Sandinistas had fought nine 
battles against the National Guard, 
that those killed in the battles, in- 
cluding seven United States Marines, 
numbered 131, that thirty of the 


-guardsmen were wounded and that 


the insurgents captured twenty-nine 
rifles, seven machine guns and 19,000 
cartridges. Sandino concluded his ar- 
ticle by asserting that he and his fol- 
lowers would “oppose by force of arms 
whatever election farce may be at- 
tempted with the aid of foreign super- 
vision.” 

Rear Admiral Clark H. Woodward, 
U. S. N., was sworn in before the 
Nicaraguan Supreme Court on June 
23 as president of the National Board 
of Elections, which is to have com- 
plete jurisdiction over the forthcom- 
ing general elections in Nicaragua. 
In an appeal for cooperation he said, 
“Our supervision over the coming 
elections is the final step in our pro- 
gram to help Nicaragua.” 


ABORTIVE REVOLT IN HON- 
DURAS 


The excitement attendant upon a 


presidential campaign in Honduras, © 


which is to be terminated by an elec- 
tion in October, flared into an abor- 
tive revolution early in June, In a 
clash between 500 government sol- 
diers and a slightly larger rebel force 
at La Barranca on June 7, fifty-one 
men were reported to have been 
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killed. The rebels were charged by 
government spokesmen with being 
supporters of General Tiburcio Carias 
Andino, Nationalist candidate for the 
presidency. But General Carias, in 
a statement issued on June 8, con- 
demned the revolt and disclaimed any 
connection with it. To cope with the 
situation, martial law was declared 
in the Departments of Cortés, Santa 
Barbara and Copan on June 8. Re- 
verses for the rebels were reported on 
June 11 and again on June 14, after 
which the government claimed that 
the backbone of the revolt was broken. 
The rebels were reported on June 22 
to be retreating toward the Guate-- 
malan frontier, and the country was 
said to be relatively quiet. 


TERRORISM IN CUBA 


Bombings and other terroristic ac- 
tivities of dissident political elements 
in Cuba were more frequent and of a 
more serious character during the 
month under survey than for several 
months past. On May 31 bombs ex- 
ploded almost simultaneously in three 
of Havana’s most prominent schools; 
some property damage was done but 
no persons were injured. Five days 
later a cache of arms, ammunition and 
documents was seized at the Havana 
immigrant station. A bomb explod- 
ing in a park in the city of Santa 
Clara on June 7 killed two persons and 
severely wounded twelve others. The 
same day political gatherings were 
banned in the Province of Havana. An 
attempt to assassinate President 
Machado was frustrated on June 10 
when a bomb was discovered at a 
street corner which the President was 
soon to pass. Three men, all members 
of prominent families, were arrested 
in connection with the discovery. The 
following day Dr. Pedro Herrera So- 
tolongo, noted oppositionist lawyer 
and attorney for several noted polit- 
ical prisoners, was arrested. Sixty 
Cubans, charged with being impli- 
cated in the plot to assassinate Presi- 
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‘dent Machado, were arrested by Cu- 
ban police in’a raid on June 13. The 
wholesale arrest of hundreds of Cu- 
bans was reported on June 14 to be 
under way in Cuba in a drive against 
alleged terrorism. Reports stated that 
200 warrants had been issued in Ha- 
vana, where the jails were already 
overflowing. In Santa Clara forty- 
two prominent citizens were reported 
to have been arrested on charges of 
being enemies of the government. 

A bill suspending constitutional 
guarantees throughout Cuba for one 
year and authorizing the chief execu- 
tive to extend the period for another 
two years was signed by President 
Machado on June 23. The effect of 
the law was to prolong the military 
rule which had been in force since 
Dec. 11, 1930; by this law Congress 
has also given President Machado the 
power to keep himself in office by 
force of arms until the expiration of 
his term in 1935. 
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At a special Cabinet meeting on 
June 13 the budget of the Cuban Gov- 
ernment for 1932-1933, effective on - 
July 1, was fixed at $50,400,000. It 
was also decided to create new taxes 
to bring the revenue up to this figure. 
In view of a deficit of $9,000,000 in 
the 1931-1932 national budget, it has 
been estimated that new revenues 
must amount to about $10,000,000. 
Proposals for numerous new taxes 
were announced by Secretary of the 
Treasury Ruiz y Mesa on June 17. 
They include levies on the salaries of 
public employes, changes in the stamp 
tax and a tax on identification cards 
issued to foreigners, of whom there 
are about 550,000 in Cuba.: Tax in- 
creases were proposed on radios, 
amusements, spectacles, rice, profits 
and consular fees. Many new sale 
taxes were also predicted. : 

Dr. Orestes Ferrera, former Cuban 
Ambassador at Washington, was in- 
stalled as Secretary of State on June 1. 


The Chilean Scramble for Power 


By HENRY GRATTAN DOYLE 


Professor of Romance Languages, George Washington University; 
Current History Associate 


HE return to Chile of former Presi- 
dent Carlos Ibanez on July 6 was 

the culminating event in a month of 
such variety of incident as to ap- 
pear to justify the term “Chilean 
merry-go-round” applied to recent 
happenings in that country by an 
American editorial writer. Colonel 
Ibanez, who had been living in Argen- 
tina since his overthrow on July 26, 
1931, arrived in Santiago by airplane 
and, according to reports, received an 
enthusiastic welcome from a crowd 
of 500 persons, including the Mayor 
of Santiago. On July 7, after a con- 
ference with Provisional President 


Davila, the former dictator of Chile 
declared that he did not seek office. 
At the same time he urged Chileans 
to support the government of Dr. 
Davila. 

Rumors assigned to the ex-Presi- 
dent two contrasting political réles in 
an uncertain situation. According to 
one report Colonel Ibanez was likely 
to accept the post of Minister of De- 
fense in the Davila Government. This 
would probably strengthen the latter, 
not only because of Ibafiez’s popular- 
ity with the army and navy, but be- 
cause the national constabulary, or 
“carabineros,’ upon which any gov- 
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ernment must depend to maintain 
order, was the creation of the former 
President, and was reported still to be 
devoted to him. Such support would 
mean much to Dr. Davila, who was 
an upholder of Colonel Ibafiez during 
the latter’s heyday. 


‘According to the other interpreta- 


tion of Ibafiez’s reappearance, he was 


to fall heir to the constitutional gov- 
ernment of President Montero, which 
the Davila-Grove coup of June 4 over- 
threw. As pointed out in these pages 
last month, it would only be neces- 
sary for President Montero to appoint 


Tbafiez Minister of the Interior and 


follow this by resigning as Constitu- 
tional President, having first ob- 


‘tained the resignation of the Vice 
- President in order to bequeath all 


constitutional rights to Ibanez. Under 
the Constitution, the Minister of the 
Interior becomes Acting President in 
the event of the death or resignation 
of the President and Vice President. 


While such a claim to the Presidency 


might mean little under revolution- 


ary conditions, it could be a great 


asset should the Davila Government 
collapse. Moreover, it would be im- 
portant as a basis for foreign 
recognition. Part of the technique 
of revolution in Latin America is 
the preservation of constitutional 
succession by the proper arrange- 
ment of appointments and resig- 
nations, according to law, by repre- 
sentatives of the new régime. Recog- 
nition by the United States would 
probably be greatly facilitated by con- 
forming to this procedure. 


But such an outcome was based upon 
the assumption that President Mon- 
tero is ready to admit that a purely 
democratic and civilian government, 
of which his relatively brief régime 
was such a splendid and heartening 
example, is undesirable in the present 
stage of Chilean affairs; and that he 
was willing to admit that the former 
dictator was the “man of the hour,” 
the only hope of the middle and pro- 
fessional classes against the threat- 


ened rule of the proletariat. Such: an 


outcome, while a defeat for democ- 
racy, would at least have the negative 


virtue, in the eyes of Montero and his 
followers, of being a worse defeat for 
unacceptable economic ideas and a 
guarantee against political chaos. 


But rumor and conjecture ended on 
July 9 when Colonel Ibanez with the 
aid of certain army groups tried to 
overthrow the Davila régime and seize 
power for himself. When the fallen 
dictator realized that the strength of 
his support was not as great as he had 
anticipated, he took refuge in a friend- 
ly garrison near Santiago and soon 
afterward left the capital. 


Reference has been made to the 
“merry-go-round” of events since the 
revolt of June 4 and the break in the 
ranks of the revolutionary junta on 
June 12, when Dr. Davila withdrew 
and was succeeded by Rolando Merino. 
This move was generally interpreted 
as a setback to the moderate policy 
which Dr. Davila, in view of his record 
and expressed opinions, was believed 
to be advocating, especially in the 
matter of foreign investments. Con- 
cern felt abroad was not materially 
alleviated by a statement that the new 
junta was not considering any imme- 
diate steps affecting foreign interests. 

On June 17 Dr. Davila was restored 
to power as suddenly as he had re- 
linquished it. A military counter-revo- 
lution, in which the carabineros re- 
fused to shed blood in defense of 
Colonel Grove, the dominating force 
in the reconstructed junta, resulted 
in the capture of La Moneda Palace 
and the arrest of Colonel Grove and 
Eugenio Matte, his associate in the 
new junta. The new junta, which re- 
placed the group dominated by Colo- 
nel Grove, consisted of Dr. Davila, 
Senator Armando Cabero, a former 
member of President Montero’s politi- 
cal party (the Radicals), and Nolasco 
Cardenas, a former Deputy. General 
Arturo Puga, who had been forced 
out by Grove at the same time as Dr. 
Davila, was named Minister of De- 
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% c ; fense in the new Cabinet. It was obvi- 


ously a compromise Cabinet, intended 
to mollify supporters of the Montero 
régime. Colonel Grove and Sefor 
Matte were placed aboard the de- 
stroyer Lynch, which was to take 
them to the penal colony on Mas 
Afuera, the outermost island of the 
Juan Fernandez group, about 400 
miles off Valparaiso in the Pacific, a 
favorite place of exile for political dis- 
turbers. 

The following week proved to be a 
serious test for the government. Rebel 
aviators were reported to have tried 
to detain the Lynch and to have cap- 
tured several airports, but this report 
was officially denied. A strike of rail- 
way workers in protest against the 
arrest of Colonel Grove was broken 
by placing the State railways under 
the army and making participation in 
the strike a military offense. Similar 
strikes of bakery and slaughter-house 
workers were put down with a heavy 
hand, and a sympathetic strike of the 
Braden Copper Company’s employes 
likewise failed when the junta de- 
creed that interference with the manu- 
facture or sale of foods or with public 
services was an offense punishable by 
death. Street disorders in Santiago 
and Valparaiso on June 20 and 21 
resulted in a number of casualties 
among radical rioters. Curfew meas- 
ures closing all places of amusement 
at 9 P. M. and requiring persons on 
the street after 10 P. M. to have mili- 
tary passes were put into effect. 

Meanwhile the Lynch had reached 
Juan Fernandez, whence her comman- 
der radioed that the presence of nu- 
merous motor boats made the problem 
of keeping Colonel Grove in exile a 
serious one and that the guards should 
be reinforced. In the midst of all this 
Dr. Davila fell ill with the grip and 
had to transact much of the govern- 
ment’s business from his bedroom. 

Foreign interests were somewhat 
relieved by a decree restoring the Cen- 
tral Bank, which had been converted 
into the Bank of the State by Colonel 
Grove’s régime, to its former status 
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established on the recommendation 


of Professor Kemmerer, the American 


fiscal expert. It was further an- 


nounced that four European econo- 


mists, two from France, one from Ger- 
many and one from Italy, had been 


engaged as economic advisers to the 


government. The administration also 
ordered the return to the owners of 
the foreign gold currency totaling 


3,000,000 pesos— about $240,000— 
seized in raids by carabineros on fifty- 


five jewelry stores and foreign ex- 
change shops on June 11 in accordance 


with the junta’s decree of June 10 ex-. 


propriating foreign currency and 
forcibly converting it into pesos. An- 
nouncement was made that the em- 
ployment crisis was to be met by 
opening public lands to the unem- 
ployed. 

By June 25 conditions seemed to 
have improved sufficiently to permit 
modification of the curfew regula- 
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tions; theatres were allowed to remain — 


open until midnight and street traffic 
was permitted until 12:30. In a radio 


address on that date the Provisional © 


President declared that Chile had been 
on the verge of anarchy, and assumed 
full responsibility for the repressive 
measures taken. On June 27 new diffi- 
culties faced Dr. Davila when his two 
colleagues in the junta resigned 
because of disagreement with his 
policies. It was reported that Senator 
Cabero had advocated a provisional 
government under a president ap- 
pointed by President Montero so as 
to preserve the constitutional succes- 
sion. Perhaps as a sequel to this 
action, Dr. Davila announced on June 
29 that a constitutional assembly 
would be called to meet on Oct. 2 to 
rewrite the Constitution along social- 
istic lines. In the elections of members 
of the assembly, it was announced, the 
interests of labor organizations would 
be placed above those of political 
parties. 

Throughout these weeks Dr, Davila 
had undoubtedly been waging a gal- 
lant, fight against terrific obstacles. 
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; His. attempt to steer a middle course 


between conservative and _ radical 
groups had been obvious. He now 
came into conflict with army and navy 
officers, who have never been satis- 
fied with the centralization of army, 
navy and air forces under a single 
Ministry of Defense—a step initiated 
by the Montero Government—and who 
apparently hoped to forestall an in- 
evitable cut in military expenses and 
salaries. An order to disband the 
destroyer division, issued on July 4, 
caused high navy and army Officers 
to present an ultimatum, demanding 
the immediate resignation of the Pro- 
visional President. Confident of the 
support of the enlisted men of the two 
forces, Dr. Davila refused, declaring 
that the civilian government would 
continue despite the reports that a 
military dictatorship was planned. 
Unconfirmed reports of Communist 
rioting in Santiago on July 5, in which 
a number were killed by carabineros, 
suggested that a crisis was at hand. 
The police reported discovering stores 
of explosives in Valparaiso sufficient 
to destroy the entire city. It was at 
this juncture that Colonel Ibanez re- 
turned to Chile and, while rumors 
were prevalent that the government 
was about to fall, conferred with the 
Provisional President. 

Dr. Davila’s return to power coin- 
cided also with a crisis in the affairs 
of the $300,000,000 nitrate monopoly, 
“Cosach” (Compania Salitre de 
Chile), which was formed under the 
Ibanez Government by a merger of 
government-controlled and American- 
owned properties, in which the Chilean 
Government had a 50 per cent in- 
terest. The company has appar- 
ently been in difficulties for some 
months, with large quantities of 
nitrate on its hands for which there 
is little demand, while faced with the 
need of funds to meet its obligations. 
Withdrawal of the government, which 
would establish small plants to relieve 
unemployment, permitting Cosach to 
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continue as a foreign corporation, was 
one expectation at the opening of July. — 


The threat of insolvency because of 


default on working capital obligations 
in the form of acceptance credits due 
on July 1 was dispelled when New 
York and London bankers extended 
these obligations, secured by ship- 
ments of nitrate, for one year. Interest 
on Cosach bonds was paid on July 1, 
but two of the constitutent companies, 
Lautaro Nitrate Co., Ltd., and Anglo- 
Chilean Consolidated Nitrate Corpora- 
tion, were reported in default of in- 
terest payments due on July 1 and 
May 1, respectively. 

After preliminary conferences at 
Scheveningen, Holland, representa- 
tives of ten countries producing or 
largely consuming nitrates met in 
Paris on July 6 to discuss the forma- 
tion of a world cartel which might 
control production through national 
quotas and thereby keep price levels 
high enough to make production 
profitable. The possibility that more 
than 2,000,000 tons of Chilean nitrates 
already in European ports might be 
thrown on the market disturbed 
European producers, and may induce 
them to include Chile on favorable 
terms in any agreement reached. In 
response to an inquiry on July 4, 
Finance Minister Zanartu cabled that 
foreign producers had no reason to 
fear “grave measures” unless they 
failed to reach an agreement with 
Chile at the conference. A report on 
July 6 said that nearly all European 
stocks of Chilean nitrate had been 
sold to European consumers formerly 
purchasing synthetic nitrates, but 
that completion of an agreement de- 
pended, upon settlement of Cosach’s 
difficulties, either by dissolution or by 
reorganization. 

The interests of the nitrate com- 
bine, which were a political issue in 
the agitation against President 
Tbafiez last year, would seem to be 
assured of sympathetic consideration 
at the hands of Provisional President 


SES ei Str 


PO ee eh ee ee peo ee eee viet oe 
wr ~ ghee : Var ey , , ‘ 


: SOUTH AMERICA ns 595 


Davila and his government, or of any 
government in which Colonel Ibaiiez 
might play an important part. 


THE RED MENACE 


The bugaboo of dangerous ‘‘Red” 
activities in South America, allegedly 
centring in Montevideo, was discussed 
in a cabled statement by Dr. Juan 
Carlos Blanco, Uruguayan Minister 
of Foreign Affairs, on July 7. Deny- 
ing the existence of “centres of Com- 
munist agitation of greater impor- 
tance than those in other countries,” 
he minimized the activities of the 
Communist party in Uruguay and de- 
clared that more Communist publica- 
tions, money and instructions to agi- 
tators were sent to Uruguay than 
from that country. At the same time 
it was reported that harvesting in the 
province of Santa Fé, Argentina, had 


been paralyzed by Communist agita- 
tors and that the Rosario Stock Ex- 
change had appealed to the govern- 
ment for police protection for the 
harvesters. An unofficial report from 
Santiago on July 7 declared that in- 
criminating documents linking Colo- 
nel Marmaduke Grove to Communist 
activities in Chile had been discovered. 
According to this report Colonel 
Grove was involved in the naval revolt 
of last September and in the Commu- 
nist outbreak at Copiapd. Communist 
meeting places have been raided by 
police under orders from the Davila 
Government, which has displayed 
great vigor, according to the dispatch, 
in curbing “Red” activities. It will be 
recalled in this connection that Manuel 
Hidalgo, the Communist candidate for 
the Chilean Presidency in 1931, was 
defeated by President Montero. 


Ireland and the Empire 


By J. BARTLET BREBNER 
Assistant Professor of History, Columbia University, Current History Associate 


HE dispute between the British 
Sh and Irish Governments’ con- 
tinued throughout June. The Dublin 
and London conversations at the 
beginning of the month, originally 
concerned with the Ottawa confer- 


ence, ended in deadlock on the three 


main issues of the oath, annuities and 
Trish unity. In demanding a united 
Trish Republic, President de Valera 
advocated ‘‘some form of association 
with the British Commonwealth in 
some circumstances and for some rea- 
sons, and the recognition of the King 
as head of the association.” Mr. Lloyd 
George, with the indiscretion of a 
member of the Opposition, on June 17 
came out openly with the basic Brit- 
ish case by declaring that “if [during 
the World War] the coast of Ireland 
had been in the hands of an indepen- 


dent sovereign State which might 
have been friendly or might have been 
hostile, we might have been done for 
in the struggle, and we are not going 
to take that risk in the future.” The 
government confined itself to charges 
that good faith and proper interna- 
tional procedure had been flouted. 
The chief dissension was over the 
land annuities, £1,500,000 of which 
fell due on June 30. In addition, Fi- 
nance Minister Sean McEntee on June 
17 advocated retention of annual pay- 
ments of £2,000,000 connected with 
the constabulary, pensions and local — 
loans. Although by the end of June 
Mr. de Valera had committed himself 
to wholesale repudiation of the finan- 
cial agreements under the treaty of 
1921, which had been negotiated by 
the Cosgrave Government, he finally 
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decided to pay the annuities into a 
separate fund in the Irish Treasury 
pending arbitration. He demanded, 
however, that the arbitral board in- 
clude non-members of the British 
Commonwealth on the grounds that 
“the dice would always be loaded 

against Ireland” in a Commonwealth 
tribunal. This ran counter to the prin- 
ciple adopted at the last imperial con- 
ference for the creation of such a 
tribunal. Mr. Thomas pointed out to 
Mr. de Valera that he was pre-suppos- 
ing that there were not three honest 
people in the British Empire. There 
could be no question of forcing Ulster 
to join the Irish Free State, nor could 
agreements be made with an Irish 
Government that broke agreements. 
On June 22 the British Government 
agreed to arbitrate the question of 
the annuities, but refused to go out- 
side the empire for arbitrators. 

The Irish Free State defaulted the 
annuities on June 30 in the face of 
a British threat to collect the amount 
by tariffs on imports from Ireland. 
‘While the Irish Government thus 
ignored intra-imperial or even inter- 
national usages, the economic inequal- 
ities between Great Britain and the 
Trish Free State made the British 
resort to force seem brutal. The 
United Kingdom took 92 per cent of 
Ireland’s exports last year, and though 
the Irish Free State bought more 
than it sold to Great Britain, the 
total amounted to only 8 per cent 
of British exports. Great Britain had 
hitherto exempted Ireland from the 
operation of her new tariffs, but Ire- 
land had given Great Britain only a 
preference under the new high tariffs 
which Mr. de Valera has raised since 
coming into power. 

British action took the form of a 
bill empowering the treasury to im- 
pose tariffs up to 100 per cent if nec- 
essary to recover the unpaid land an- 
nuities. This measure was passed by 
the House of Commons on July 8 by 
a vote of 222 to 30. 

Meanwhile, two striking features 
of the dispute had borne witness to 


the unique character of the British 


Commonwealth and Empire. George 


Lansbury, leader of the Labor party 
in the House of Commons, and Wil- 
liam Norton, Labor leader in the Dail 
Eireann, held a long conference in 
London on July 3. Mr. de Valera 
is absolutely dependent on seven 
Labor votes to preserve his working 
majority in the Dail. Lansbury and 
Norton decided to rely upon Mr. 
Thomas to avert the disaster of a 
tariff war. At the same time Mr. de 
Valera was acting as host to V. J. 
Patel, the Indian Nationalist leader, 
and introducing him to Irish audi- 
ences as another fighter for self- 
determination. Outside Ireland, Mr. 
de Valera receives his principal sup- 
port from the United States, British 
Labor and Indian Nationalists. 

The Roman Catholic Eucharistic 
Congress in Dublin on June 22-26 was 
@ success in spite of inclement 
weather. The Governor General of the 
Trish Free State was not invited to 
the Dublin Castle reception on June 


21, and visitors from Great Britain | 


and the dominions found their flags 
absent from the decorations. Roman 
Catholic pilgrims were mobbed at 
several places in Protestant Ulster on 
June 26. Mgr. Glennon of St. Louis, 
an American Catholic leader, in an 
address on June 23 urged the Irish 
people to abandon hatred now that so 
much had been won for Ireland. 


THE OTTAWA CONFERENCE 


Except for some apprehension in 
Washington lest the British Imperial 
Conference at Ottawa succeed in 
creating an economic unit to the 
detriment of American export trade, 
notably to Canada, there was little 
that was new in anticipation of the 
meeting on July 21. The Irish Free 
State continued to be confronted with 
the dilemma created by the necessity 
of making an economic bargain with 
Great Britain, which found expres- 
sion in Stanley Baldwin’s declaration 
on June 28 that no agreement could 
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diating agreements made by its 
predecessor. The Irish delegation, 
headed by Sean T. O’Kelly, the Vice 
President, and including Sean Lemass, 
Minister of Industry and Commerce, 


_ James Ryan, Minister of Agriculture, 


and a staff of twenty-three, was to 
sail for Canada on July 8. 


A certain amount of preliminary 
sparring went on along the lines in- 
dicated in the July issue of CuRRENT 
HIsTorY (pages 423-428 and 486). 
Australian opposition to the lowering 
of tariffs became more pronounced, 
and the Australian delegation was 
very vague as to its hopes. Mr. Bald- 
win, who was to head the British 
delegation, said on June 16: “The 
general objective of this government 
at Ottawa is the nearest practical 
approach to reciprocal free trade 
within the empire,” but he added for 
the benefit of some unnamed indus- 
trialized dominions: ‘“Those dominions 
will be asked at Ottawa to consider 
if they have not gone a little too 
fast in industrial development, both 
for their own good and for that of 
the empire as a whole.” 


THE BRITISH LOAN CONVERSION 


At the end of June, Neville Cham- 
berlain, Chancellor of the Exchequer, 
announced that his Government in- 
tended to embark at once on conver- 
sion to 3% per cent of £2,086,000,000 
outstanding in 5 per cent war loan 
bonds. Simultaneously the Bank of 
England dropped its rate to 2 per 
cent, its lowest in history, not at- 
tained since 1897. The conversion 
was to be voluntary with a bonus of 1 
per cent in cash for notification of 
intention within a month. Those who 
declined to convert were to be paid 
in cash on Dec. 1. The new loan was 
to be free of income tax. The conver- 
sion would mean a saving of £23,000,- 
000 annually in interest charges. 


The magnitude of the operation, the 
reliance on voluntary conversion and 
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ae ‘be made with the Irish Government at 
_ Ottawa because it insisted on repu- 


) t 
the promise to pay off unconverted 
bonds were somewhat breath-taking, 


in spite of the preliminary steps taken 
last year by Mr. Snowden on behalf 
of the Labor and the interim “Na- 
tional” governments. Yet the process — 
was characteristic of the boldness al- 
ready shown by the new government, — 
and it had an immediate tonic effect 
however, — 


on securities. Sterling, 
promptly fell, and stood at 3.5475 on 
July 5. Several factors were involved 


in that decline, among them the with- 


drawal of foreign speculative depos- 


its, the formal creation by a loan of rae 
£150,000,000 from the Treasury of the © 


Exchange Equalization Fund and the 
obvious disinclination of the Bank of 
England and the Treasury to support 
sterling. The interests of the export 


industries still make a low rate for — aad 


sterling desirable. 

The operations of the Exchange 
Fund have been kept secret, but it 
was known that the Bank of England 
had purchased about £15,000,000 


worth of gold, an amount equal to 


the withdrawals from reserves to 
liquidate the Anglo-French credits of 
1931, and also equal to the expansion 
of the fiduciary note issue which was 
authorized when Great Britain went 
off the gold standard. On July 2 the 
Bank’s gold reserve was £136,950,000, 
as against £136,880,000 just before 
Sept. 21, 1931. It was also known 
that the Bank and the Treasury had 
acquired large amounts of foreign ex- 
change during the Spring in their ef- 


forts to keep the pound below $3.70. 


The conclusions drawn from these cir- 
cumstances were (1) that the fidu- 
ciary note issue would soon be re- 


duced to its 1931 proportions; (2) ~ 


that the pound would be allowed to 
sag in the interests of the exporters 
and prevented from rising, if neces- 
sary, by more purchases of gold or 
foreign exchange; and (3) that the 
available gold and exchange would be 
used for the purchase of unconverted 
bonds in December. 

Mr. Chamberlain had given the 
House of Commons some hint of good 
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news when on June 10 he adopted a 
tone entirely different from that of 
his speech on May 10. He said that 
he hoped for further economies in 
arms expenditures as a result of the 
Geneva Conference, but that even if 
these were not forthcoming, neither a 
supplementary budget nor additional 
taxation for 1932-1933 would be nec- 
essary. He alluded to further reduc- 
tions in expenditure, which appeared 
to be chiefly in connection with the 


_ social services. 


The Import Duties Advisory Com- 


mittee on June 3 appointed a national 


committee to plan the reorganization 


of the iron and steel industries during 


the temporary 33 1-3 per cent protec- 


tion which they enjoyed until July 26 


and were promised thereafter so long 


-as they continued to take steps to in- 


crease their efficiency. These indus- 
tries are the basis for many export 


industries which need the lowest pos- 
sible prices in order to compete 


abroad. If they fail to take the chance 
they have been given to see what they 
can do, the temporary protection will 
be withdrawn. 

The statistics of British foreign 
trade for May showed no improve- 
ment, although it was held that the 
rate of decline was less than that of 
Great Britain’s chief competitors. Ex- 
ports. of £34,580,000 were £5,062,000 
less than May, 1931; imports of £55,- 
730,000 were £13,903,000 less; and 
the adverse balance of £21,150,000 
was £8,841,000 less. The unemploy- 
ment figures showed an increase, as 
at May 23, of 89,125, making a total 
of 2,741,306. For various reasons the 
Ministry of Labor seemed justified in 
its claim that there had been no real 
change in industry. A decrease of 
30,700 in the wholly unemployed 
served as corroboration. 

The threatened cotton strike did 
not materialize, and the miners ac- 
cepted: by a narrow margin the new 
Coal Mines Bill. It continued the 714- 
hour day, contingent upon satisfac- 
tion of the British demand for simul- 
taneous ratification of the Geneva 7- 


hour convention. It did not provide 
for maintenance of the present scale. 
of wages, but the government pledged 
itself to secure it for twelve months 
by guarantees from the owners’ asso- 
ciations. 


CANADA SEEKS NEW MARKETS 


Canadian producers have been busy 
solving the problems created by suc- 
cessive exclusive American tariffs. 
For instance, 42 cents a bushel on 
wheat, 3 cents a pound on beef cattle, 
$3 a head on sheep, 65 cents a bushel 
on flax seed, 75 cents on 100 pounds 
of potatoes and duties on maple 
syrup, milk and other products had 
reduced to $590,000 in May, 1932, the 
agricultural exports to the United 
States, which amounted to $8,605,000 
in May, 1921. The new duties on cop- 
per and lumber are the latest exam- 
ples. Canada has been forced to find 
markets elsewhere, chiefly in the 
United Kingdom. During the 1931- 
1932 grain-shipping season Canada 
has satisfied 78 per cent of the world 
demand for wheat. Prices have been 
low because of the 300,000,000 bush- 
els held over the market by the 
United States Federal Farm Board, 
but exports have been abnormal in 
quantity and the carry over for July 
31 is estimated at 104,000,000 bushels 
—30,000,000 bushels less than last 
year. The crop prospects are excel- 
lent, with estimates approximating 
500,000,000 bushels, but the search 
for markets continues. 

The first response to this situation 
was urgent representation in favor of 
British quotas for free entry of Ca- 
nadian wheat and flour. This would 
mean protection against Russia, the 
United States and Argentina for at 
least a part of the Canadian produc- 
tion. Already, however, some of the 
producers have begun to point out 
that the available world supply de- 
termines the world price and that 
price is the chief consideration, par- 
ticularly since the Canadian Govern- 
ment has discontinued its subsidy of 
5 cents a bushel on grain shipped. 
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The Canadian trade returns for 
May revealed the same long list of 
declines in exports and imports which 
could be found for any nation, but 
they also showed signs of vigorous 
marketing. Copper exports to Great 
Britain almost quadrupled, as com- 
pared to 1931, and exports of meats, 
cattle and fruits showed increases 
which were startling when the fall in 
prices was remembered. Loopholes 
in the United States tariff wall and 
necessitous selling were shown by in- 
creases (some of them spectacular) 
over 1931 in exports to the United 
States of fruits, sugar, fish, meats, 
petroleum, fertilizers and other chem- 
icals. The totals were discouraging 
in the light of past boom days. Ex- 
ports were $40,594,000 ($59,833,000 
in 1931), imports were $44,361,000 
($73,457,000 in 1931), and the ad- 
verse balance $3,767,000 ($13,624,000 
in 1931). 

The Canadian dollar continued to 
reflect the restrictions on gold ex- 
ports by being discounted in New York 
at from 13 to 15 per cent. It has been 
estimated that Canadian payments to 
the United States of capital and in- 
terest during 1932 amount to about 
$1,000,000 a day. In the first six 
months $35,571,000 in gold was ex- 
ported to help in this obligation. Do- 
mestic gold production for the same 
period was about $30,000,000. Canada 
is obviously paying a large premium 
to meet the confident borrowings of 
more prosperous years. 

A great deal of Canadian public 
ownership represents private distress. 
The Canadian National Railways are 
made up chiefly of bankrupt private 
lines. During June the same process 
was indicated in the field of hydro- 
electric power. The great Beauharnois 
project, which was the subject of a 
Parliamentary inquiry in 1931, ap- 
plied to the Dominion Government 
for $16,000,000 to carry it to comple- 
tion in 1937. About the same time the 
Ontario Power Service Corporation, 
which has been developing the can- 
yon of the Abitibi River, found that 
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it needed $50,000,000, and the Prov- 
ince of Ontario, which already pos- 
sesses its own great Hydroelectric 


‘Power Commission, prepared to step 


in to prevent unemployment and to 
assure the promised power to the 
active mining industry of Northern 
Ontario. 


THE NEWFOUNDLAND ELECTION 


By the general election held on 
June 11 the Liberal Government of 
Sir Richard Squires, whose difficul- — 
ties culminated in serious riots in 
April, was swept out of power. F. C. 
Alderdice, who had been asked by the 
Governor to form a government when 
Sir Richard retired, led the United 
Newfoundland party and won twenty- 
one out of twenty-seven seats. Both 
Sir Richard Squires and his wife were 
defeated. Only two Liberals were re- 
turned. 


On July 2 the new Prime Minister 
announced that the loan of $2,500,000 
had been fully subscribed. The Im- 
perial Oil Company of Canada took 
up $1,750,000 in return for a monop- 
oly, thus adding to the Canadian 
financial control already initiated by 
four Canadian banks. 


INDIAN AFFAIRS 


After the communal warfare in 
Bombay, which had cost 174 killed and 
1,950 injured, quiet was restored by 
June 8. There were sporadic outbreaks 
elsewhere, but none was prolonged or 
nearly so bad as that in Bombay. A 
renewed outbreak there on July 1 re- 
sulted in the death of ten and injury 
of 200. Various special interests put 
forward criticisms of the Lothian 
franchise scheme, and the consultive 
committee of the Round-Table Con- 
ference went ahead coordinating the 
reports which its subcommittees ren- 
dered. It was expected that, on com- 
pletion of its work, a small Indian 
committee would accompany it to 
London to assist in drafting the new 
legislation. In these circumstances 
some surprise was expressed that the 
Indian moderates continued to allow 


the congress to lead Indian Gatton as 
a sort of left wing of menue na- 
‘tionalism. 


NATIONALIST VICTORY IN 
MALTA 


Following Lord Strickland’s apol- 


ogy to the Pope and the restoration 
of the Constitution in Malta, an elec- 
tion was held on June 11-13 for a new 


Parliament. The Nationalists, no 
longer able to make an issue of Lord 
Strickland’s alleged harm to religion, 
attacked the accepted recommenda- 


tion of the fareut Royal inion . 
that English be the only language in Pee 


' tionalists 


addition to Maltese in the elementary 
schools. They espoused the cause of 
Italian culture, 
(the former Strickland 
party) upheld Maltese nationality and 
British citizenship. The Nationalists 
won 21 seats, the Constitutionalists 
10 and Labor 1 in the Assembly, with 
11, 4 and 2 as corresponding totals in 
the Senate. The clergy were again 
very active on behalf of the Na- 
tionalists. 


Premier Herriot’s Burdens 


By OTHON G. GUERLAC 
Professor of French, Cornell University; Current History Associate 


We Edouard Herriot realized 
: that the outcome of the French 
- elections in May forecast his elevation 
to the Premiership, he anticipated a 
period of international crisis and 
crushing domestic problems. His ex- 
pectations have not been disappointed, 
as the pressure of foreign and do- 
- mestic issues during his first weeks 
in office was unceasing. 

- During the second half of June the 
Lausanne conference on reparations 
forced him to commute between Paris 
and the little Swiss city where the 
conference was sitting. In these days 
of almost continuous international 
meetings, a Premier must be capable 
not only of carrying on the ordinary 
functions of his office, but also of 
undertaking the delicate and compli- 
cated duties of a negotiator. And, as 
always, the Premier must remember 
the political situation at home, the 
‘probable attitude of the several par- 
ties toward diplomatic concessions or 
demands and the possible effect of the 
interplay of home politics and inter- 
national events upon his own for- 
tunes. 


If domestic concerns had been neg- 
ligible, the simultaneous meetings of 
the Disarmament and Lausanne con- 
ferences would have made the burden 
of Herriot’s office heavy, but to the 
international situation was added the 
serious problem of the French budget. 
When the new government assumed 
office at the beginning of June, it 


found only $2,800,000 in the Treasury © 


—the remnant of the surplus, which 
at one time was more than $80,000,- 
000, accumulated between 1927 and 
1929. This fund has been exhausted 
by the repayment of loans and by ex- 
tending assistance to banks, railroads 
and shipping. As governmental def- 
icits during the past two years to- 
taled $295,600,000 and in the past 
nine months have been further in- 
creased by $126,920,000, France finds 
herself in a financial situation that 
would be serious enough even without 
the prospective deficit of $260,000,000 
for 1932. 


Only two solutions for this financial 


plight are possible, and both are cer- 


tain to be unpopular with the French 
electorate. Higher taxes in a coun- 


and the Constitu- 


se in Oe wie burden of taxation 
seems to be as heavy as can be borne 
are out of the question. The mere 
mention of new taxes has brought 
protests from the National Confedera- 
tion of Taxpayers, which claims to 
have a membership of 5,000,000. Only 
- economies in governmental operation 
remain. 


Germain-Martin, Minister of Fi- 
a nance, and Maurice Palmade, Min- 
ister of the Budget, have planned 
i; drastic reductions, not only in army 
appropriations, as suggested in the 


sf Cabinet’s platform, but also in the 
a salaries and pensions of State offi- 
. cials. The threat to the military budg- 
Te et aroused a storm in the Nationalist 
ee press, which accused the Ministry of 
Be. “weakening security.” The second pro- 


posal brought forth strong protests 
from various organizations—the Na- 
tional Union of Tax Collectors, for in- 
a stance, and the war veterans, as well 
a. as the postal, telephone and telegraph 
workers. The latter group threatened 
ise to go on strike if the proposed reduc- 
ee tions were carried out. Moreover, it 
was rumored that the economies 
- planned by the two men responsible 
aa for the budget met with such intense 
7 opposition in the Cabinet that Ger- 
eS main-Martin and Palmade at one time 
threatened to resign. The Radical- 
Socialists, who have probably in their 
membership a larger number of civil 
servants than any other party, need in 
a times like these a strong measure of 
heroism. When it comes to a show- 
down before the Chamber, the party 
cannot expect the Socialists to vote 
unpopular economies, while the Con- 
servatives, who might be in favor of 
them, are unlikely to help the Cabinet 
in its hour of need. 
ak Nevertheless, the government on 
July 1 presented a budget calling for 
ies additional income of $56,000,000 and 
economies of $104,000,000, a total of 
$160,000,000. The economies are to 
be brought about by cutting $60,000,- 
-000 from the appropriations for na- 
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dent of the republic, the Ministers and 


tional defense and by redieine all Bats Ra < a 
aries—including those of the Presi- 


members of shaun t 5 per 
cent. yi Ak 
While the attention of the aie ws 
was focused on Lausanne, the Cham- _ : 
ber discussed possible remedies for = =—— 
unemployment. The latest official 
figures of the unemployed show that _ 
only 247,264 persons were registered er 
as out of work. i 
The Senate was at the same time 
debating woman suffrage — an issue 
which arose in the old Parliament over — 
the short-lived electoral bill of M. 
Mandel. The debate, which was close- 
ly followed by French feminists, 
showed that the French Senate is like- 
ly to be the last citadel which the 
partisans of equal suffrage must con- 
quer. Undoubtedly the principal — 
ground of opposition is the uncer- 
tainty which would ensue from ex- 
tending the franchise, since in France 
the influence of the clergy upon wo- 
men is still important. i 
The organization of the new Cham- 3 
ber of Deputies has revealed a more 
pronounced division into small groups 
than in the last one. These groups 
which reflect minor differences of per- 
sonalities or of special issues of sec- 
ondary importance, are now seventeen © 
instead of thirteen or fourteen in the - 
previous Assembly. The list is as fol- 
lows, with the provisional number of 


members: i 
Communists iyi’. viet -ojctew sors ele terrane 10-4 
Dissident Communists............... Dia jee 
Unified Socialists (Léon Blum)...... 131 / 
French and Republican Socialists... 27 / ~ 
Radical-Socialists (Herriot)......... 160" 
radicals eke ee cals steers eee eae 49 
Left Independents ............-.+-- 6, 25 
Independent Left ................+- / 15 
Republican! Left): 5.52 ssi eras j. 30 
Republican Centre (Tardieu)....../. 33 
Republican Federation (Marin)..... 41 
Social: Republican’ :....2..-6iedeeen 18 
Popular Democrats. .3..< c«seclscme 18 
Independents) 4 650 6.0 is yesine Reenwe 17 
Centre Republicans ..............20+ qT 
Social Progress and members belong- 

ine to; no PToUuD ) shes oes 24 


The five new groups comprise the 
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Centre Republicans, headed by M. 
Tardieu; the Republican Social group, 
organized by Deputy Georges Pernot 
from among former members of Louis 


_ Marin’s party; the Independent Left 


Republicans, created under the leader- 
ship of Henry Torrés, prominent 
lawyer; the Dissident Communists, 
and the one-man party formed by 
Comte Francois de Ramel, who calls 
himself the Group for Social Progress. 

Louis Marin’s party, which for- 
merly was the largest Right group 
in the Chamber, is split and his fol- 
lowers instead of being the Union of 
Democratic Republicans, in future 
will be known as the Republican Fed- 
eration. 

The distinctly radical complexion of 
the new Chamber was brought out by 
the-elections to the various offices as 
well as by the choice of the chairmen 
of the important commissions. The 
election of the Unified Socialist, 
Fernand Bouisson, to the position of 
Speaker should not by itself be con- 
sidered significant since he occupied 
the same position in the old Chamber. 
Nevertheless he had never received so 
large a vote as on this occasion—the 
unheard total of 504. The chairmen of 
the commissions of foreign affairs, 
budget, army and so on, are either So- 
cialists or Radical-Socialists, the par- 
ties of the centre have received only 
minor positions. 

The defenders assigned by the head 


of the Paris bar to represent Gorgou- 


loff, President Doumer’s assassin, ex- 


. hausted all the means at their dis- 
aS posal—pleas of insanity and irregu- 


_ 


Marities of procedure—in an attempt 
‘ilo save their client. As the Court 
oft Cassation on June 30 rejected the 
appeal against the legality of Gorgou- 
loff’s commitment, his trial before the 
Assize Court of the Seine was sched- 
uled to open on July 29. 


BELGIUM IN A TARIFF UNION 


The Foreign Ministers of Belgium, 
Holland and Luxemburg at Lausanne 
on June 20 signed an agreement set- 


pay 
A 


ting up a tariff union which has for its 
object the reciprocal and gradual low- | 
ering of economic barriers. The pre- 
amble of the agreement stated the be- 
lief of the signatories that ‘the pro- 
gressive realization of a greater free- 
dom of exchange is one of the essen- 
tial conditions of world recovery.” 

The three countries engaged not to 
create any new duties and to proceed, 
by an annual reduction of 10 per cent, 
to the lowering of existing duties to 
an established level. Moreover, they 
agreed not to apply among themselves 
any new restrictions to imports or 
exports except in specially determined 
cases. Other States will have an op- 
portunity to adhere to the convention 
on an equal footing with the signatory 
States. 

This agreement was hailed in Bel- 
gium as a reply to the French quota 
system which has been so detrimental 
to Belgian interests. Several news- 
papers regarded it as an end of the 
most-favored-nation clause which had 
interfered with the conclusion of a 
Belgo-Dutch economic treaty. The ex- 
tension of such a movement to major 
European countries is considered a 
matter of serious moment, much more 
significant than the convention be- 
tween small nations already com- 
mitted to free trade. 


The announcement of this tariff 
league followed the sending of a 
letter from King Albert to Premier 
Renkin who was then at Lausanne. 
In this letter the King, after denounc- 
ing the results of restrictions, taxes, 
surtaxes and other forms of customs’ 
barriers, cited the fact that in three 
years the value of international ex- 
changes had been cut in half and that 
unemployment figures had been dou- 
bled. He said that this was “definite 
proof that no country is in a condition 
whereby the play of its own forces 
can lead the course of economic evo- 
lution in its own favor” and suggested 
that Belgium should take the initia- 
tive in promoting economic coopera-. 
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tion. This was obviously intended to 
prepare public opinion for the agree- 
ment that followed. 

During a short stay in Brussels, be- 
tween two trips to Lausanne, Premier 
Renkin succeeded on June 29 and 30 
in clearing up the internal political 
situation which had become threaten- 
ing during his absence. He obtained 
from the Chamber the acceptance of 
a convention between the State and 
the national bank concerning the 
losses incurred by the fall of the 
pound sterling in September, 1931. 
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He was particularly fortunate in get- 
ting from the Chamber a final vote on 
the linguistic question. The bill was 


-adopted by 80 votes against 12, with 


63 abstaining. The Socialists, al- 
though in favor of the principle of the 
new law, did not vote for it because | 
they objected to certain clauses which 


were the result of bargains between — 


the parties, but which were, in the 
words of M. Vandervelde, unrelated to 
the interests of education. With these 
two parliamentary victories the Ren- 
kin Ministry seemed secure. 


Germany Under Von Papen 


By SIwNeEyY B. Fay 


Professor of History, Harvard University and Radcliffe College; 
Current History Associate 


into office after the resignation 
of Chancellor Bruening on May 30, 
has confounded those who prophesied 
that his “Junker Cabinet” would at 
once proceed to dire reactionary meas- 
ures—perhaps even disregarding the 
Republican Constitution and paving 
the way for a return of the Hohen- 
zollerns. On the contrary, although 
most of his colleagues in the new 
Cabinet belong to the old Prussian 
aristocracy, he has proceeded in the 
main with moderation, wisdom and 
considerable success in both domestic 
and foreign politics. 

Not only has von Papen taken over 
most of the unpopular measures of his 
predecessor and echoed his views on 
foreign politics, but he has shown his 
purpose to be practically the same as 
that of the Bruening Government— 
the control of the unripe forces of Na- 
tional Socialism. His tactics, how- 
ever, are slightly different. Instead of 
antagonizing the Nazis by forbidding 
their storm troops to wear the 
brown uniform—the measure which 


‘(Gasket VON PAPEN, who came 


caused General Groener’s retirement © 
from the Bruening Cabinet last April 
—von Papen has sought to conciliate 
them. He has granted them the wear- 
ing of their uniforms and has allowed 
them greater freedom of the press and 
use of the government-controlled radio 
for their propaganda. To be sure, the 
new Cabinet has closer points of con- 
tact with the Nazis than had the 
Bruening Socialist-Catholic coalition. 
Von Papen shares with the Nazis two 
sentiments—a rather narrow national 
ism and a hatred of Marxism. Th 
Marxism, as the Germans use the 


Lb 


(Se 


term, has little or nothing to do with Ps 
socialism or Karl Mars. It is an ease 


tic term used to denote all things an 
people in Republican Germany which 
Nationalists and many Nazis do not 
like, including the occupation of ad- 
ministrative posts by Social Demo- 
crats, many of them Jews, unemploy- 
ment relief instead of conscription, 
and Jewish and foreign influences in 
the press, in literature and on the 
stage. 

In spite of these points of contact 


iA 


and the conciliatory attitude of the 


new Cabinet toward the Nazis, von 
Papen’s aim is undoubtedly to prevent 
Germany from falling into their 


hands. His group of relatively cul- 


tured landowners and soldiers, with 
their old Prussian sense of duty and 
discipline and experience in high ad- 
ministrative posts, differ widely from 
the heterogeneous Hitlerite mass in- 
flamed by contradictory promises 


- and unbounded agitation. Apparently 


President von Hindenburg and his 
new Chancellor believe it would en- 
danger both themselves and the na- 
tion to permit power to fall into the 
hands of the Nazi movement while in 
its present raw, ignorant and turbu- 
lent stage and while lacking politi- 


cally experienced leadership. That is 


why the von Papen group were deter- 


mined to obtain power themselves, 


and retain it, if that can be contrived. 
Hence their moderate and conciliatory 
tactics. 

The most important question of do- 
mestic politics with which the von 
Papen Cabinet has had to deal has 
been whether the Nazis should be al- 
lowed to wear their famous brown 
shirts with the swastika on the sleeve. 
These were forbidden by General 
Groener last April, and the prohibi- 
tion contributed to Bruening’s down- 
fall at the end of May. On June 16, 
however, a decree of the von Papen 
Cabinet removed the ban. Hitler’s fol- 
lowers were again permitted to parade 
in their brown shirts throughout the 
Republic, subject only to supervision 
by the Minister of the Interior of the 
Reich. In signing the decree President 
von Hindenburg said that he was 
rompted by the assumption “‘that far- 


“Yeaching mitigations would result in 


German political contests being con- 
ducted more calmly and without deeds 
of violence. If this expectation is not 
fulfilled, I am resolved to proceed 
against excesses with my full consti- 
tutional powers.” 

The Nazis hailed the decree with de- 
light. “Adolf Hitler’s 400,000 fighting 
men can march in the open again,” 
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declared their newspaper, ‘the Voe 


lin denounced the lifting of the ban as 
“a madhouse act.” The Communists 


were enraged, for, being avowedly ~ 


revolutionary, they were excluded 
from the benefits of the new decree, 
and are still forbidden to wear their 
party uniforms and to assemble in 
their “Godless” societies. Hence the 
decree had the effect of increasing 
the bitterness between Nazis and Com- 
munists, with the unfortunate result 
that in the constantly recurring street 
fights between the two extremist par- 
ties more than a score of persons were 
killed within a month. 

In the South German States—Bava- 
ria, Baden and Wuerttemberg—where 
the hatred of the Nazis is even 
stronger than in Prussia, President 
von Hindenburg’s decree did not go 


unchallenged. Bavaria decided to 


maintain the ban on the brown shirts 
in defiance of the Federal decree, de- 
claring fhat to permit the Nazis to 
march in uniform endangered peace 
and good order. When Hitler’s follow- 
ers sought to march in thousands to 
the Brown House in Munich, they 
were dispersed by the Bavarian police, 
who arrested 470 and confiscated their 
brown shirts. On June 17, when the 
Nazi Deputies trooped to their seats 


in the Bavarian Diet wearing their | 


uniforms, President Georg Stang 
pointed out that such an act infringed 
the standing orders of the Legisla- 
ture adopted in 1930. When the 
Speaker tried to read the Hitlerites 
individually out of the Chamber, Her- 
mann Esser, the editor of the Voel- 
kische Beobachter, mounted the ros- 
trum and called for “Three cheers for 
Adolf Hitler.’ They were given with 
gusto by the Brown Shirts, who like- 
wise responded with alacrity when 
their parliamentary leader demanded 
a triple “Down with Held,” the Bava- 
rian Premier. The Nazis then began 
their party anthem as President Stang 
forthwith expelled for a week the en- 
tire Nazi group for refusing to obey 


te 
kische Beobachter of Munich. But the _ 
Social Democratic Vorwaerts of Ber- | 


Deputies still refused to go, Herr 


_ Stang summoned the green-uniformed 
_ Bavarian police, who lead the recalci- 


_trant partisans out of the hall. The 


- Nazis were then forbidden to attend 


the Diet for the following twenty 
sessions. 

In Baden and Wuerttemberg the 
State governments followed the ex- 
ample of Bavaria in refusing to ac- 


cept the lifting of the ban on the 


brown shirts. They asserted that pa- 
rades by Nazis in uniform provoke 
disorders and even riots, that the 
question of the brown shirts is there- 
fore one to be dealt with by the local 
police, according to local conditions, 
rather than by a Federal decree such 
as that issued by President von Hin- 
denburg. This has raised an important 
constitutional question for von Papen 
to deal with. On the one hand, the Hit- 


lerites clamored for the general en- 


forcement throughout Germany of 
the rights given to them by the de- 
cree; they even demanded the procla- 
mation of martial law as a means of 


enforcing it. On the other hand, in the 


South German States, where there is 
a tradition of individual liberty rather 
than of the Prussian militarism, the 
Catholics, Socialists and Communists 
insist on the right of the individual 
States to maintain such police meas- 
ures as are required by public safety; 
they assert their traditional ‘States’ 
rights” doctrine, to use an American 
term, or Particularismus, as the Ger- 
mans themselves were accustomed to 


call it. 


Faced with this constitutional ques- 
tion the von Papen Cabinet advised 
President von Hindenburg to issue a 
new decree on June 29. It is in the 
nature of a compromise, and fails to 
decide the conflict in a clear-cut fash- 
ion. Under it the Federal law super- 
sedes the laws of the States; hence 
members of the militant factions may 
wear the political uniforms even in 
the States which have raised objec- 
tions to them. At the same time the 


State Governments are held respon- 


a TONIC COUNTRIES. 
ey to hove, As the Hitler- 


sible fot cinerea ile ee and there- 
fore they may use their discretion to — 
ban individual political demonstra- 3 


tions or parades. 


' When the Berlin Social Democratic sf 
Vorwaerts published a cartoon im- 
plying that the von Papen Govern- Lae 


ment was paying for new Nazi uni- 
forms out of savings obtained through 


a reduction of the unemployment re- — 
lief funds, the Chancellor considered _ 


this a slander upon his Cabinet and 
demanded that the Prussian Minister 


of the Interior suspend the newspaper __ 
for five days. Karl Severing, the Prus- 
sian Minister, objected and appealed | 


to the Federal Supreme Court for a 


decision. The Supreme Court rendered _ 


a verdict on July 1 upholding the Fed- 
eral Government and imposing the 
five-day suspension on the best-known 
Socialist paper in Germany. A similar 
demand by the Federal Government 
related to the chief Roman Catholic 


organ in the Rhine Valley, the Cologne 
Volkszeitung, which demanded that 


von Papen be recalled from Lausanne 
for admitting in an interview with a 


French newspaper representative that __ 


France was entitled to certain com- 
pensations in lieu of reparations. In 
this case the Supreme Court imposed 
a three-day suspension. 

In foreign politics, also, the new 
Chancellor has shown himself more 
conciliatory than was expected. At the 
Lausanne conference on reparations, 
while reasserting Germany’s incapac- 
ity to pay annuities under the Young 


Plan at the expiration of the Hoover 


moratorium on July 1, he willingly ad- 
mitted Germany’s obligation to pay 
something to France in lieu of a final 
settlement abolishing 
(See James T. Gerould’s article, page 
573 of this issue.) 


FURTHER HITLERITE GAINS 


In the elections to the State Diet of 
Hesse on June 19 the National Social- 
ists again showed an increased follow- 
ing. They polled 322,268 votes as com- 
pared with 314,039 on the second bal- 
lot in the Presidential election on 


reparations, 
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April 10, and 291,183 in the last elec- 
tion to the Diet, in November, 1931. 
The Nazis’ gains, however, did not 
give them a majority, as they ob- 
tained only 32 of the 70 seats, as 
against 27 in the last Diet, which was 
dissolved while deadlocked when the 
November elections were annulled by 
the courts. The Diet will again be 
deadlocked, as there will be neither a 
Right nor a Left majority. The Social- 
ists gained two seats, raising their to- 
tal to 17, and the Communists lost 
three, dropping to seven. The Cen- 
trists continued to hold their ten 
seats. 


NO LOAN FOR AUSTRIA 


In spite of long haggling between 
Austria and the Committee of Thirteen 
of the League of Nations over a new 
loan, no decision was reached. After a 
fortnight’s strained negotiations Sir 
Robert Kindersley of the Bank of 
England and Joseph R. Swan of the 
Guaranty Trust Company, represent- 
ing British and American banks, 
which lent $70,000,000 in short-term 
credits to the bankrupt Creditanstalt, 
left Vienna on June 13 without having 
reached a compromise with the Aus- 
trian Government. The government 
had made various proposals, includ- 
ing the taking over by the foreign 
creditors, in lieu of $25,000,000 of 
their claims, of the assets of the Cred- 
itanstalt in the form of oil and sugar 
refineries and other industries. These 
were refused by the creditors. 


‘ Meanwhile, Austria’s trade balance 
x continued unfavorable, and it became 
.clear that without a loan she would 


\not have a sufficient trade balance to 


pay the interest on the League of Na- 
pions loan made to her in 1923. She 
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had hoped to find her way out of the 
difficulty by a new loan from the pow- © 
ers represented in the League. But 
when no decision was reached on this" 
at Geneva, Austria virtually put into 
effect a transfer moratorium on the 
service of the 1923 loan. Thereupon 
the League trustees for the loan re- 
fused to hand over to the Austrian 
Government the remainder of the gross 
customs and tobacco monopoly reve- 
nues, although the total income from 
these pledged sources is $6,000,000 
monthly and the service on the 
League loan is only $1,500,000. This 
1923 loan is the only League loan 
which the great powers will have to 
make good if Austria defaults. 


SWISS WIN WORLD COURT 
VERDICT 


The thirteen-year-old dispute be- 
tween France and Switzerland over 
the free zone of Upper Savoy and the 
district of Gex near Geneva was ended 
on June 7, when the Permanent Court 
of International Justice delivered a 
6-to-5 verdict in favor of Switzerland. 
The court decided that the free zones, 
which had been created in 1815 and 
1816, and were abolished in 1923 by 
France, should be maintained. Accord- 
ingly, France will have to withdraw 
its customs lines by Jan. 1, 1934, in 
conformity with the provisions of 116 
years ago. Mr. Frank B. Kellogg was 
among the majority favoring Switzer- 
land, as were also the court president, 
Dinosio Anzilotti of Italy, and Judges 
Loder, Ode, Huber and Beichmann. 
Much satisfaction was felt at Geneva 
in the verdict, not merely because it 
was in favor of the weaker litigant, 
but also because it was far more 
clean-cut than even the court’s friends 
had dared to hope. 
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ae Spanish Unity at Stake 


By Wiu1am E. LincELBACH 


Professor of European History, University of Pennsylvania; 
Current History Associate 


oS of Catalan autonomy 
along the lines recently outlined 
by Prime Minister Azana continued 
during June to occupy the attention 
of the Spanish Cortes and the nation. 
On June 10 the Cortes by a vote of 
172 to 12, a majority of the deputies 
absenting themselves, voted the first 
article of the Catalan statute: ‘“Cata- 
lonia is created an autonomous region 
within the Spanish State. Its repre- 
sentative organism is the Generalidad. 
Its territory comprises the provinces 
of Barcelona, Lerida, Gerona and Tar- 
ragona. This becomes effective at 
the moment the statute is complete.” 


Two weeks later, on June 23, by a 
vote of 191 to 112 the second article 
was voted, establishing the equality of 
the Catalan tongue in Catalonia with 
Castilian, which, according to Article 
4 of the Constitution, is the official 
language of Spain. Much opposition 
developed to this article, and white- 
haired Miguel Unamuno sarcastically 
remarked that “it was like giving 
the Bretons equal rights with the 
French.” But the government held 
to its policy of Catalan autonomy 
with the guarantee of Spanish unity. 
Azana in a speech before the Repub- 
lican Action Society of Madrid de- 
clared that he would not modify his 
stand even if it meant his leaving 
the government. The Catalans are 
already inaugurating a vigorous drive 
for the use of their own language 
instead of Castilian. 

Obviously the concessions of the 
Cortes to the separatist demands of 
the Catalans are due in no small de- 
gree to the government’s reluctance to 
let matters come to a crisis until the 


republic has been more securely es- 
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tablished. Signs of a temporary re- 
action to the Right are clearly mani- 
festing themselves and the parties in 
control are extremely anxious to avoid 
an election at this time. On the other 
hand, the concessions to the Catalans 
are arousing the aspirations of other 
regional groups. 

During June the commission chosen 
by the Basques to draft their statute 
for regional autonomy, after pro- 
longed sessions at Vittoria, completed | 
its work. The statute provides for 
an autonomous State to be called 
Euskelerria, the equality of the 
Basque language with Castilian, an 
elected parliament and a permanent 
council. Like that of Catalonia, the 
Basque statute calls for considerably 
more independence than the Madrid 
Nationalists are disposed to grant. 


Minor disorders occurred in June 
at Madrid, Barcelona and Bilbao, and 
several policemen and rioters were 
killed or wounded. Judging by the 
arrests, monarchists have been again 
actively plotting. On June 16 Gen- 
eral Luis Orgaz, whose brilliant record 
as a soldier kept him on the govern- 
ment payroll, though he was relieved 
from active service because of his 
known monarchist sympathies, was 
arrested at Teneriffe in the Canary 
Islands. Others under arrest are 
General Emilio Barrera and Don 
Baron Mora. They were accused of 
complicity in a plot to restore Al- 


fonso, which the press claims has A 


dangerous ramifications throughout 
the Basque and Navarre regions. 

For some time the question as to 
what the republic would do with the 
property of the ex-King has been 
under consideration. When the Ger- 


man republic was established after 
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the war the Constitution makers at 
Weimar in their anxiety to avoid all 
ultra-radical tendencies guaranteed 
the rights of private property so thor- 
oughly that the Kaiser’s great wealth 
was protected by the laws of the 
Reich. The Spanish republicans look 
at the matter differently. On June 
19 the Director of the Treasury de- 
clared the private fortune of Alfonso 
confiscated. Valued at about $3,000,- 
- 000, it consists chiefly of cash, securi- 
ties, jewels and works of art; the 
landed estates and palaces were taken 
over by the State when the republic 
was established. While the republic 
is seizing the property of the exiled 
‘King it is being asked to pay repara- 
tions to the church for the damage 
done during the disorders of the revo- 
lution. The claims against the gov- 
ernment filed by Mgr. Tedeschini, the 
Papal Nuncio, demand payment for 
fifty churches and monasteries burned 
in the riots of May 11, 1931. 

Juan March, Spain’s “bad boy,” re- 
puted to be the richest man in Spain, 
was on June 15 arrested and charged 
with swindling and being “a danger 
to the republic.” A week before, the 
Cortes had ousted him as a Deputy 
because of bribery and “moral incom- 
patibility.’ According to the evi- 
dence, under the monarchy he had 
been so successful in smuggling con- 
traband tobacco that the King, in 
order to secure at least a partial re- 
turn to the State, granted him a mo- 
nopoly. Even then March, who until 
the age of 21 was unable to write his 
own name, continued his contraband 
operations, cheating his own company. 
_ During the discussion of March’s af- 
fairs Indalecio Prieto, former Minister 
of Finance and now Minister of Pub- 
lic Works, was accused of granting 
an illegal concession of the Moroccan 
tobacco monopoly to a Spanish com- 
pany which is reported to be a sub- 
sidiary of a French concern. The Op- 
position also declared that the con- 
tract involved a loss to the govern- 
ment of over 200,000 pesetas (at 


200). The charges caused a great stir, 


but after the matter had been thor-_ eh 


oughly aired, the Cortes, in a stormy 
session, passed a vote of confidence in 
the government. 


Further evidence of the govern-— 


ment’s direction of commerce ap- 
peared in an announcement on June 
19 by Ramon Viguri, governor of the 
Exterior Bank of Spain, in which he 
said that he had been officially desig- 
nated to establish contacts for trade 
organization with a view to a direct 
exchange of merchandise and prod- 
ucts on an enormous scale. His first 
efforts are being directed toward a 
working arrangement with the Argen- 
tine Republic for the exchange of 
Spanish cotton goods, rail supplies 
and ships for Argentine wheat. 


ITALY’S DEMAND FOR COLONIES 


Italy’s demand for colonies, voiced 
by the Grand Council of the Fascist 
party, took more definite form during 
June. In two public speeches, nota- 
bly one before the Senate on June 10, 
Foreign Minister Grandi made it 
fairly ciear that Italy was ready to 
bargain for a mandate in Africa. 
After denouncing the dilatory incon- 
clusiveness of the General Disarma- 
ment Conference and the futility of 
the French proposal for an armed 
force under the League of Nations, he 
set forth Italy’s claims to colonial op- 
portunity, laying special emphasis on 
the need of room for her surplus pop- 
ulation—an important factor, he de- 
clared, in the problem of world 
peace. The particular regions envis- 
aged were not definitely mentioned, 
but it is easy to see that former Ger- 
man Togoland, or more especially 
Kamerun, because of its location with 
respect to Lake Tchad, is in his mind. 
What is equally clear is that an ac- 
cord with France is looked upon as 
the logical, in fact, the only, means to 
this end. 


In the meantime, Italy promptly 
accepted President Hoover’s propo- 
sals for a cut in armaments as a pre- 
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reparations proposed in the negotia- 


tions between the powers unless it 
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was associated with a corresponding 
scaling down of war debts. 
17 the London Daily Express pub- 


On June 


lished a violent denunciation of the 
American Government by the Duce. 


_ Although Mussolini refused to accept 
full responsibility for the interview, 
the strictures reflect, nevertheless, 


the dissatisfaction in certain Euro- 
pean quarters with what is regarded 
as America’s lack of international co- 
operation. 

Angelo Sbardelotto, the would-be 
assassin of Mussolini, went on trial 
on June 4, less than two weeks after 
his arrest. Defense counsel argued 
that, since he had not attempted to 
commit the crime, he could not be sen- 
tenced under the law. But the court 
thought differently and, after delib- 
erating for ten minutes, returned a 
verdict of guilty and ordered the death 
sentence. Twelve hours earlier the 
Special Military Tribunal under the 
Defense of the State act had con- 
demned Domenico Bovone, the terror- 
ist, whose sensational bombings led 
to his arrest last September. Both 
were sentenced to be shot in the back. 
of Bovone’s accomplices were 
given varying terms of imprisonment. 

Statistics for the first five months 
showed improvement in the Italian 
trade balance over the same period of 
1931. On the other hand, the total 
trade fell off materially. Imports 
during the period amounted to about 
$186,850,000, as against $261,700,000 
and $303,850,000 in 1930 and 1931 re- 
spectively, while exports fell to $138,- 
150,000 as compared with $201,000,- 
000 and $206,600,000. The excess of 
imports over exports has therefore 


‘been reduced to $49,700,000 from $60,- 


700,000 in 1931 and $97,250,000 in 
1930. The decline in the total trade 
figures is in part the result of falling 
prices; the better trade balance is due 


eparations and war debts. Later, 
however, Grandi entered a definite 
protest against the drastic slash in 


and to the propaganda in favor of | 
home-made goods. 

_ The government is doing everything | 
in its power to improve the economic 
situation. In a vigorous attack on 
speculative and risky trade ventureeee 
promising high returns, Finance Min- 


ister Antonio Mosconi early in the = 


month summoned the banks and other © 
credit institutions to a conference for fi 
the promotion of safer investments. 
In response, the Bank of Italy reduced 
its discount rate from 6 to 5% per 
cent. 

Despite easier money, however, se-_ 


curity prices continued to decline, — 


which was also reflected in a falling 
off in production. In an effort to stab- 


ilize the price of wheat in the domes- _ 
tic market, a large appropriation was 


voted on June 30 by the government’s 
grain committee. 
situation has improved somewhat be-- 
cause of the return of seasonal activ- 
ity in certain lines, especially in agri- 
culture. 
The national deficit for the finan- 
cial year closing on June 30 appears 
to be about $75,000,000, exclusive 
of $50,000,000 ninety-year treasury 
honds recently issued. This is not as 
serious as it appears, because of the 
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large increase of nearly $50,000,000 — 


in cash held by the government. 


Strange as it may seem, the depres- 
sion of the last few years has not 
brought with it the usual increase in 
emigration. In fact, the number of 
emigrants has fallen off decidedly in 
recent years. The reason is doubtless 
to be found in the restrictive measures 
of foreign countries and in the sys- 


tematic efforts of the Fascist Govern- - 


ment to provide work and opportunity. 
Vast projects for public works and 
the reclamation of waste lands are a 
conspicuous part of the program. 
Work on the Pontine Marshes, drain- 
ing them, removing the causes of ma- 
laria and making the vast area fit for 
agriculture, is nearing completion. By 
Autumn, peasant families from all 
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parts of Italy will move into the re- 
gion, which is being scientifically de- 
veloped to accommodate more than 
100,000 people. 

Relations with the Vatican con- 
tinue cordial. On June 15 Prince Bon- 
compagini Ludovisi, the Governor of 
Rome, renewed the old custom, inter- 
rupted in 1870, of paying an official 
visit to the Pope. It is one of many 
official acts following upon the recon- 
ciliation between the Papacy and the 
Italian Government. 


PORTUGUESE CABINET RESIGNS 


On June 25, while the new Portu- 
guese Constitution was under discus- 
sion preparatory to a referendum vote 
by the people, the Oliviera Ministry, 
which had directed the government 
since 1930, resigned. The reasons for 
its resignation were not made public, 
but no disturbance was associated 


\ 


with the withdrawal of the Ministry, 


since the military dictatorship of © 


President Carmona had entire com- 
mand of the situation. Although suf- 
fering less from the general depres- 
sion than more highly industrialized 


countries, Portugal is resentful of the ~ 


recent French increase of 15 per cent 
in duties on Portuguese imports. On 
June 18 customs officials were ordered 
to hold back French imports, the ac- 
tion being interpreted as the begin- 
ning of retaliatory measures and a 
possible Franco-Portuguese tariff war. 
From London came the news, on 
July 2, of the death of Portugal’s ex- 
King, Manoel. He succeeded to the 
throne upon the assassination of his 
father and brother in February, 1908, 
as Dom Manoel II. Two years later 
a revolution took place and the young 
King left Portugal, never to return. 
Since then he had lived in England. 


Hungary in a New Cabinet Crisis 


By Freperic A. Oae 
Professor of Political Science, University of Wisconsin; Current History Associate 


UNGARY in the middle of June 
H averted the threatened resig- 
nation of Premier Karolyi and his 
Cabinet by obtaining an agreement 
from the banks not to press for 
the payment of agrarian debts until 
Autumn. As a result the farmers’ sec- 
tion of the coalition government con- 
tinued to support the Ministry. Never- 
theless, the Premier continued to talk 
of resignation and, on June 30, did re- 
sign, ostensibly because, in obtaining 
the adoption of the budget and other 
measures for the country’s financial 
rehabilitation, the Ministry had ac- 
complished the task for which it was 
appointed. Admiral Horthy, the Re- 
gent, refused to accept the resigna- 
tion, and it was not believed that any 


actual ehange would take place. Spec- 
ulation was rife as to whether ex-Pre- 
mier Bethlen, who, after a period of 
eclipse, resumed political activity a 
few weeks previously, would not be 
found presently at his old post. But 
the idea was pretty well dispelled by 
the warmth with which the Regent 
lauded the services of M. Karolyi and 
his colleagues. 

On June 18 Deputy Zoltan Mesko— 
adorned with a Hitlerite mustache 
and a brown shirt—announced in the 
Chamber of Deputies the formation 
of a Hungarian National Socialist 
party, with an ultra-nationalist pro- 
gram similar to that of the German 
Nazis. Among the planks in its plat- 
form is the confiscation, for national 


aie a FT 


war-time. 

The Hungarian National Bank has 
received and paid into a_ special 
“closed account” 50,000,000 pengos— 
nominally $8,750,000—owed by State, 
provincial and municipal bodies and 
private individuals to _ creditors 
abroad, but under the country’s mora- 
torium is prohibited from transferring 
the money. The eventual decision as 
to what is to be done with it will be 
significant not only to Hungary but 
to other Central European countries— 
Austria, Bulgaria, Greece, perhaps 
even Germany—that are likely to im- 
pose transfer moratoria soon, and 
likewise to their creditors, including 
Americans, who have some $200,000,- 
000 at stake, exclusive of German in- 
debtedness. 


ELECTIONS IN RUMANIA 


As the result of a decree on June 12 
dissolving the Rumanian Parliament, 
a new Chamber of Deputies was to be 
elected on July 17, with elections for 
the Senate three days later. The cam- 
paign of the National Peasant party 
was formally opened on June 26 at a 
mass meeting in Bucharest reminis- 
cent of the gathering of peasants at 
Alba Julia, preceding the party vic- 
tory of four years ago which swept 
Julius Maniu into the Premiership. 
The demonstration on June 26 was ac- 
tually inspired by Maniu, who, after a 
long period of retirement, had made 
his peace with King Carol and was 
now expected to succeed M. Voida- 
Voivode as Premier if the National 
Peasant party were victorious at the 
election. The Peasant program, pub- 
lished the same day, favors Danubian 
economic cooperation, adoption of a 
policy of import quotas and abolition 
of protection for all industries not us- 
ing Rumanian raw materials. 

The Bucharest Government, which 
has been struggling with financial 
problems—including that of paying 
overdue salaries and pensions—was 


informed on June 17 that France was 
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purposes, of all property acquired in 


ready to grant Rumania a loan if it is 
issued under the auspices of the 
League of Nations. Nicolas Titulescu, 
Ambassador to London, was entrusted 
with the task of making the necessary 
arrangements. 

Charles A. Davila, who resigned as 
Rumanian Minister to the United 
States in November, 1931, in order to 
re-enter politics, has accepted reap- 
pointment as Minister. His resigna- 
tion did not become effective until 
March 1, and actually he was still in 
charge of the legation in Washington 
when reappointed in June. 


POLAND'S NON-AGGRESSION 
PACT 


Guided by Marshal Pilsudski, the 
Polish Government has for some 
months been insistent upon the simul- 
taneous signature of non-aggression 
pacts with Soviet Russia by Poland 
and Rumania. But the latter has held 
back, partly because of unsettled po- 
litical conditions and partly because 
of unwillingness to sign unless Russia 
recognized Bessarabia as part of Ru- 
mania. After weeks of tension he- 
tween Warsaw and Bucharest over the 
matter, the former decided to proceed 
alone, and, on June 20, it was reported 
that a pact would be signed in the 
near future. Later, however, it ap- 
peared that before the Warsaw au- 
thorities proceeded with their pur- 
pose, a fresh attempt would be made 
to bring Rumania and Russia into 
agreement on the Bessarabian ques- 
tion. 

On June 15, in the midst of ceremo- 
nies at Danzig to welcome five British 
destroyers, the Polish destroyer Wich- 
er steamed into the harbor unan- 
nounced, docked near the Polish am- 
munition depot and remained for five 
hours. Taking advantage of a recent 
League of Nations decision that Po- 
lish warships intending to visit ‘the 
free city must observe international 
rules, the Danzig authorities protest- 
ed to the League commissioner, to 
whose inquiries the Warsaw Govern- 


iu 


ae replied that the Wicher entered 
the harbor only as a courtesy escort 
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of principal is ‘not significant with re- 


to the British craft, and that Poland 
has never accepted the validity of the 
League’s ruling on the subject. Later 
in the month the Warsaw Government 
maintained that a projected visit of 
the German Navy to Danzig was ill- 
timed, but efforts to procure a post- 
ponement were unsuccessful. 


In an effort to aid business and la- 
bor, as well as to insure the payment 
of taxes, the Polish Government is- 
sued a decree on June 12 to the gen- 


eral effect that the salaries of execu- 


tives in industry, commerce, banking 
and insurance should be in proportion 


to the paying capacity of the enter- 
prises as well as the earning power of 


the employes and the state of the em- 
ployment market. Where salaries ex- 
ceed $350 a month, reductions may be 


- demanded by members of the board of 
‘directors of a company, or by the offi- 


cials of the income-tax department in 
case taxes are in arrears, or by the 
Ministry of Labor if there are arrears 
in the payrolls. Refusal to comply 


‘with such demands may be made a 


basis for action in the courts. 


GREEK FINANCES 
A few hours before the Hoover mo- 


. ratorium on intergovernmental debts 


expired on June 30 the United States 
Treasury was notified that Greece 
would not make payment of $130,000 
due on July 1 on account of the prin- 
cipal of her debt of $30,292,000 to the 
United States but would postpone it 
for two and a half years under the 
moratorium provision of her debt- 
funding agreement of May 10, 1929. 
Interest payments are not postponable 
under the terms of this agreement, 


ae should they fail the country 


would be in default. No payment of 
such a nature is due the United States 
before next January, but the Athens 
Government has already defaulted in- 
terest payments on League of Nations 
bonds. Secretary Mills expressed the 
opinion that the Greek postponement 


spect to the general debt situation. 


Negotiations were concluded on © 


June 10 for the future control of the 
Greek State railways by a French fi- 
nancial group, and it was announced 
that a representative of the Paris, 
Lyons and Mediterranean Railway 


would soon go to Athens to organize © 


the new administration. The arrange- 


ment was construed in European dip- 
lomatic and financial circles as bear- 
ing out the suspicion that France is 
endeavoring to obtain control of the 
railways of the Central European and 
Balkan countries. 

The Athens Government is reported 
to be bent upon a revival of the Mili- 
tary League for the Support of the 
Republican Régime—an organization 
which pledges itself to prevent the 
formation of a royalist government 
even in the unlikely event of a royal- 
ist majority after the Autumn elec- 
tions. Meanwhile, the banishment of 
General Pangalos and twelve of his 
adherents has been canceled on the 


ground that it is no longer necessary. _ 


YUGOSLAV DISAFFECTION 

Croat disaffection in Yugoslavia 
was stirred afresh and the Cabinet 
placed on the defensive by a murder- 
ous attack in Belgrade on June 6 upon 
Dr. Mile Budak, a prominent lawyer 
of Zagreb and a fervent Croat nation- 
alist. It was charged that Dr. Budak’s 
assailants, who were arrested, were 
members of the government’s secret 
police in Zagreb. The attempted as- 
sassination of two Bosnian Moham- 
medans in Zagreb a week later was 
believed in Croatian Nationalist cir- 
cles to be the work of Young Yugo- 
slavia, the Serbian Nationalist terror- 
ist organization, which is held respon- 
sible for the death, not long ago, of 
Professor Milan de Sufflay, the Croa- 
tian leader. 


BULGARIAN LOANS 
Speyer & Co., New York bankers, 


announced on June 16 that the trus- 
tees of the Bulgarian settlement loan 
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- period from April to September of the 
- current year the Bulgarian Govern- 
ment intended to remit only one-half 
of the amount required for the pay- 
ment of interest and sinking fund on 

the two loans. Subject to the consent 
of the commissioner of the League of 


question of the sovereignty 

of Greenland has been argued 

e by Denmark and Norway for a long 
a time, but just about a year ago, on 
July 10, 1931, the issue was trans- 
ferred from the reatm of polite and 
theoretic disagreement when Norway, 
after an extended debate with her 
_  gister nation, felt forced to declare 
____ _ East Greenland between 71° 30’ and 
a 75° 40’ a Norwegian possession. Den- 
mark immediately protested this posi- 
tive action, calling it “an unjustifiable 
intrusion and a breach of the existing 


Ee legal position as expressed in valid 
Boe... treaties.” The matter thereupon was 
~~ placed by common coy before the 
' —~—Ss World Court, and t tribunal is 


about ready to hear the vu 2. 

"9 It has been unofficially stated by 
both Danes and Norwegians that the 
De sovereignty of all Greenland is not 
worth disputing, and, national pres- 
_ tige to one side, there is something 
| to be said for that point of view. The 
- great island, which covers 825,000 
Be: square miles, is itself covered for the 
i. most part by an ice-cap about 1,000 
_-—s feet thick, and of the 15,000 inhabi- 
Be tants only a few hundred are Euro- 
(a peans. Hunting and fishing are carried 
| on, however, and there are certain 
mineral deposits, notably of cryolite. 
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The Dispute Over Greenland 


By RALPH THOMPSON 
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Nations, the remaining half nie to be A 
paid in leva to the National Bank of ae 
Bulgaria and temporarily used for the _ 
liquidation of budget arrears. It was _ 
further announced that the Sofia au-. 
thorities had requested the trustees to 
notify the holders of the loans to form _ 
a committee to negotiate in regard to. on 
future service of the loans. ; 


But probably these evidences of the 
limited though none the less actual 
physical value of the territory have 
not alone prompted the dispute; since © 
there is a good measure of national- ris 
ism involved, it is fortunate thata 
body such as the World Court has 
been empowered to act on a matter 
which conceivably might engender 
bitter enmity between the two coun- — bh 
tries concerned. . eM 
There is no real dispute over West “ag 
Greenland. A few patriotic Norwe- ea 
gians insist that it should be Norwegi- yan 
an territory, but their point of view 
must be outlawed by a statute of 
limitations, for Denmark has exer- 
cised actual sovereignty over West 
Greenland for more than 150 years, 
at first as a major party in the Dano- 
Norwegian State, and later, after 
1814 and the dissolution of the union 
between Denmark and Norway, on 
its own accord. Whether it was 
through Danish or Norwegian effort 
that Hans Egede settled Godthaab in 
1721 is beside the point; the fact is 
that the West Greenland trade has | 
been a monopoly of the Danish Gov- 
ernment since 1776 and that the af- 
fairs of the colony are regulated by 
the Danish Government, which is said 
to subsidize the territory to the ex- 


GREENLAND 
Black Area Claimed by Norway 


tent of about $150,000 annually. 
Whatever differences of opinion on 
- West Greenland still exist are appar- 
ently due to the fact that when the 
central government of the two na- 
tions was dissolved by the Treaty of 
Kiel, no definite disposal was made 
of Greenland and certain other insular 
territories. 

East Greenland, however, is a quite 
different matter, even though it is 
but the eastern portion of a generally 
acknowledged Danish possession. The 
reason for this is to be found in the 
difficulty of communication between 
the two sea-coasts, which are sepa- 
rated by an icy wilderness averaging 
450 miles across. Within historic times 
there was no settlement in East Green- 
land until 1894, when Danes estab- 
lished Angmagssalik. More recently 
Eskimos have been transported to the 
Scoresby Sound region and settled 
there by Danes. Otherwise there have 
been no permanent colonies, and 
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trappers, hunters and explorers from 
many nations have roamed the terri- 
tory as they pleased. 

In 1916, in connection with the sale 
of the Danish West Indies to the 
United States, Denmark attempted to — 
have international recognition ac- 
corded to her claim over East Green- 
land. The American Government re- 
plied that it would not object “to the 
Danish Government extending their 
political and economic interests to the 
whole of Greenland,” and certain 
other nations made answers of the 
same import. Norway, however, ob- 
jected, and has continued to object. 
Her position was that East Green- 
land was subject to no national sov- 
ereignty—that it was No Man’s 
Land—and that sovereignty could be 
acquired only by occupation. Norway 
felt that Denmark could be granted~ 
the territory only if all other inter- 
ested nations were willing to make 
her a gift of it—and that Norway 
had no intention of doing. Since Danes 
had settled Angmagssalik, Norway 
conceded that locality to Denmark, 
and when the Scoresby Sound region 
was populated, she conceded that also. 
The remainder of East Greenland was 
held to belong to no nation. 

Early in 1921 Denmark made a 
further effort toward acquiring East 
Greenland, but met with the same re- 
sistance from Norway. On May 10 of 
that year, however, the entire island 
was declared to be a Danish territory, 
and on June 16 all coasts and islands 
were ordered closed to non-Danish 
vessels. Apparently these positive ac- 
tions were taken by Denmark after 
Foreign Minister Ihlen of Norway had 
made a verbal statement to the effect 
that his country would no longer op- 
pose them. But Norway refused to 
consider herself bound by a verbal 
statement, and individual Norwegians 
continued to operate in East Green- 
land as they had for nearly a century, 
despite Denmark’s enunciation of her 
so-called rights. In 1922 the Norwe- 


lished a temporary weather-warning 
station at Myggbuta, which is about 
midway between Davy Sound and 
Wollaston Foreland. Denmark pro- 
tested this establishment and other 
similar “encroachments.” 


In 1924 some degree of understand- 
ing was achieved with an agreement 
concluded on July 9 between repre- 
sentatives of both countries. Free ac- 
cess in East Greenland for the pur- 
pose of hunting, trapping and fishing 
was granted for twenty years, except 
in the Angmagssalik district and 
about Scoresby Sound in the event 
that Eskimos were settled there, as 
was then contemplated by Denmark. 
The agreement did not establish sov- 
ereignty, each nation remaining firm- 
ly by its original attitude—the Danes 
that the territory was Danish, the 
Norwegians that it was No Man’s 
Land. 

The status of East Greenland re- 
mained thus actually undetermined 
early in 1931, although the region be- 
tween Davy Sound and Wollaston 
Foreland had for some time been as- 
suming a Norwegian complexion. Ac- 
cording to Professor John Skeie of the 
University of Oslo in his book, Green- 
land: The Dispute Between Norway 
and Denmark, (New York, 1932), 
Norwegian trappers’ huts along this 
stretch of some 300 miles number 80 
to about half a dozen Danish build- 
ings. Therefore Norway protested 
when on March 14, 1931, the Danish 
Government announced that it had 
given police authority to a Danish 
scientific expedition headed by Lauge 
Koch which planned to work between 
Davy Sound and Wollaston Foreland. 
On June 30 Norway proposed that 
neither country exercise sovereignty 
or grant police power in East Green- 
land until the expiration in 1944 of 
the 1924 agreement. Denmark being 
unwilling to accede to this proposal, 
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Norway issued its decree of July 10, 
and formally annexed the territory 
between 71° 30’ and 75° 40’. Z 


RUSSO-FINNISH PACT SIGNED 


President Svinhufud of Finland 
signed a non-aggression treaty with 
Soviet Russia on July 7, and Finland 
thereby became the first Baltic State 
to conclude a definite pact of amity 
with the Soviet Union. When the Fin- 
nish Parliament sanctioned the treaty 
in April it was felt that formal sign- 
ing would be postponed until Russia 
had succeeded in negotiating similar 
agreements with her other European 


neighbors, but that this has not been | 


the case is probably due to the fact 
that Finland is anxious to improve 


her commercial relations with Russia. 
Finish farmers recently began regu- | 


lar deliveries of butter, milk and eggs 
to Leningrad, and the Soviet Govern- 
ment in turn placed several orders for 
steamers and machinery with Finnish 
companies. 


LIQUOR CONTROL IN FINLAND 


It appears that the Finnish liquor 
law which went into effect early in 
April has displeased others in addi- 
tion to the ardent prohibitionists who 
recognized it as a repudiation of their 
efforts to save the country from the 
curse of drink. The control now set 
up is alleged to be too strict; dispen- 
saries are closed every Saturday, Sun- 
day and Monday, as well as on days 
preceding and following all holidays. 
In other words, sales may not be 
made on 183 days of the year. It is 
also said that the beers and wines are 
too expensive, and that as a result 
there is an unfortunate tendency to 
strong liquors—ordinary French 
Wine costs between $1.50 and $2 a 
bottle, while good Scotch whisky can 
be bought for $2. That beer is not 
being bought in large quantities is 
borne out by the fact that it brought 
in only about five per cent of the 
State monopoly’s income during April. 
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S the final year of the Soviet Five- 
Year Program nears the half- 
way point, the press of the Soviet 


Union has begun to take a some- 


what pessimistic view of the pros- 
pects of success. Conditions in the 
heavy industries, whose progress since 


_ the beginning of the year has been 


very uneven, appear to have changed 
for the worse since the end of the 
first quarter. 


', The automotive industry is a case 


in point. This industry, because of its 
pivotal position in the program for 
the mechanization of agriculture, has 
come to serve as the barometer of 
economic progress in the Soviet Union. 


- Despite the complete breakdown of 


one of its largest units early in the 
year, production statistics for the first 
quarter showed a rate of development 
in the industry as a whole which was 
not far short of schedule. But a very 
different picture was presented by the 
Soviet press in June. The Stalingrad 
tractor plant, after falling 50 per cent 
behind its schedule, was closed on 
June 15 for general reorganization. 
The automobile factory at Nizhni- 
Novgorod, scheduled to begin mass 
production on April 15, has not yet 
begun operations on a large scale, 
and its small output was declared by 
Pravda to be 80 per cent defective. 
Production at the Amo plant in Mos- 
cow, which had risen to seventy 
trucks daily, slumped in June to half 
that number. The tractor output of 
the Kharkov plant has fallen 70 per 
cent from its former level. 

If one can take at their face value 
the explanations appearing in the of- 
ficial press, these unsatisfactory con- 
ditions are symptomatic of a decline 
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in efficiency which has affected the 
heavy metal trades in general. The 
Soviet authorities attribute the diffi- 
culties of the automotive factories in 
the main to a decline in output of the 
basic iron and steel industries of the 


country. Thus President Ordjonikidze — 


of the Supreme Eeonomic Council, in 
a statement published on June 21, 
severely censures the steel plants for 
their “extremely unsatisfactory ac- 
complishment” and threatens severe 
discipline for their managers unless 
there is immediate improvement. Ap- 
parently these branches of Soviet en- 
terprise have also fallen into difficul- 
ties since the first quarter of the year, 
when the official summaries of pro- 
duction described them as “in the 
lead.” 

Other and even more fundamental 
weaknesses appear in the industrial 
record as published in the govern- 


ment press. Statistics of increased 


output are not in themselves an in- 
dication of sound economic progress. 
Tf costs increase faster than output, 
the community is obviously losing 
ground in terms of the general wel- 
fare; this seems to apply generally to 
Soviet industry. The quarterly sum- 
mary already referred to points out 
that, although the program called for 
a reduction in production costs of 6.1 
per cent, actually there was an in- 
crease of 0.7 per cent in January and 
of 2.4 per cent in February. No later 
figures are available, but in the recent 
decline in general productive effi- 
ciency these qualitative factors can 
searcely have improved. The attempt 
to attribute this disappointment over 
production costs to wage increases 
merely emphasizes the fact that the 
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ee faulty index to his material welfare. 
_ Soviet industry will not have demon- 


strated its economic fitness until it 


has shown itself capable of support- 


ing increasing wages without a rise 
of unit costs, and this achievement 


_ obviously lies in the future. 


The shortcomings of the industrial 


program, moreover, are not being off- 
- set by gains in agriculture. Recent 
figures indicate that the Spring sow- 


ing campaign for the current year 
has fallen behind that of 1931, both 


in absolute amount and in relation to 


the requirements of the program. Up 
to June 5 the number of acres culti- 
vated was 206,000,000 acres as com- 
pared with 211,000,000 at the same 
date last year; these figures repre- 
sent 80 per cent and 84 per cent of 
the schedules for the two years re- 
spectively. . 
But it should not be inferred from 
these facts that the concluding year 
of the Five-Year Program must end 
in disaster for the Soviet régime. The 
difficulties besetting Russian industry 


are significant principally for the 


light they shed on the long-run devel- 
opment of Soviet economy and, espe- 
cially, for their bearing on the oft-re- 
peated prediction that the Communist 
State will promptly take its place at 


_ the forefront of modern industrial 


nations. Such a consummation of 
Soviet economic planning, if it ever 
occurs, will be a matter not of years 


- but of generations of hard work and 


of learning by trial and error. With 
all the obstacles created by the pov- 
erty of the country and its isolation 
from foreign sources of capital, the 
acquisition of the material equipment 


‘of industry is the easiest part of its 


task. Dictatorship can squeeze from 
a docile people the purchasing power 
required to obtain from other coun- 
tries the appliances of modern indus- 
try and to hire foreign experts to 
organize them into productive units. 
But to change the settled habits of 


_ the people, to impart to them skill and 


dechiniene a ways a fiviag foreign tse 
to their mores, and above all to train — 

a sufficient number of them in the fea 
arts of managing enterprises that are — 33 
alien and outlandish—these things 


ES oe 
cannot be done by decree of political 
authority however absolute and auto- 


cratic. The foreign observer of Rus- 
sian affairs should remember that the | 
principles of social organization con- | 


tained in communism have not yet 


met the test of successful, efficient 
operation in the practical affairs of 


life. The triumphs of the Five-Year 
Plan thus far have been chiefly in 


the externals of the industrial system. 


It is obvious, however, that a dis- __ i 


appointing conclusion of the Five- 
Year Plan will not weaken the political 
control of the Communist party or 
undermine the authority of its leaders. 
Success and failure are terms suscep- 
tible of various interpretations. The 
present statistical shortcomings of 
the program are relative to the re- 
vised schedules with their slogan 
“Five Years in Four,” not to the orig- 
inal objectives of the plan. By casting 
back to the figures of 1928 it can be 
shown that the record of accomplish- 


ment to date is well ahead of the orig-. 


inal expectations for the present year; 
from that standpoint the program has 
been abundantly successful. Moreover, 
the rulers of the country are taking 
steps to insure that this shall be a 
year of substantial progress in the 
things which most nearly concern the 
common man—his food supply and 
the conveniences of his daily life. 

The agrarian decrees which have 
reduced the government’s requisition 
of farm produce and established free 
trade in grain, meat and dairy prod- 
ucts are intended primarily to increase 
the prosperity and contentment of the 
vast peasant population, and secon- 
darily to relieve distress in the urban 
centres. Their effect thus far has been 
meager. The peasant finds it hard to 
believe that activities for which he 
was severely punished a few weeks 
ago have suddenly become legal and 
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meritorious and, accordingly, he is 
slow to exploit his new opportunities 
for profit. But the Kremlin is demon- 
strating its sincerity of purpose in 


, ways which will presently overcome 


the peasant’s suspicion. Nation-wide 
propaganda, as typified by President 
Kalinin’s appeal on June 3, urges the 


farmer to turn the new freedom of 


the market to his personal advantage. 
The State Bank has set aside 10,000,- 
000 rubles to finance private trade in 
foodstuffs, and the municipalities are 
investing large sums in the construc- 


‘tion of attractive market places. 


As an indispensable complement to 
the new agrarian policy the Soviet 
authorities are trying strenuously to 
increase the supplies of products for 
household use demanded by the peas- 
ants in exchange for their foodstuffs. 
The schedules of output for all the 
light industries have been increased, 
even at the cost of retarding the heavy 
metal industries which have hereto- 
fore received major emphasis. Thus 
cotton cloth production has been 
raised almost 1,000,000,000 meters; 
91,000,000 pairs of shoes are to be 
produced in 1932, as against 76,000,- 
000 pairs in 1931 ; miscellaneous manu- 
facture is scheduled to expand by 30 
per cent during the course of the 
year, and orders have gone forth to 
all the market cooperatives to provide 
ample supplies of consumption articles 
for display in all the rural markets. 
By these means the Soviet authorities 
are undertaking to produce a general 
feeling of well-being throughout the 
country. Already, wherever the peas- 
ant population has responded to their 
efforts, the beneficial effect of the 
new policy has been evident in a sharp 
decline of food prices, an improvement 
in the morale of the industrial work- 
ers and a happier attitude on the part 
of the villagers. 


The Ninth All-Union Congress of. 


Trade Unions held in Moscow, in the 
Spring of 1932, gave the Soviet au- 
thorities an opportunity to emphasize 
their concern for the common welfare, 
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which is to be the ov npte of this 
year’s program. Since the last meet- 
ing of this body was held in Decem- 
ber, 1928, the survey of the interven- 
ing years became an epitome of the 
progress of the Five-Year Plan in 
matters most closely affecting the 
working man. The statistical sum- 
maries presented to the congress con- 
tain an impressive record of improve- 
ment in the conditions of the wage 
earner’s life. The average annual wage 
for industry as a whole has increased 
from 702 rubles in 1928 to 1,101 
rubles at the end of 1931, or 56 per 
cent, and the program for 1932 pro- 
poses to raise the average wage to 
1,202 rubles, an increase of nearly 70 
per cent. The seven-hour day has been 
extended to over four-fifths of the 
workers. Other benefits not measured 


in terms of money income have ac- ~ 


crued to the wage earners. 

“The growth in the material well- 
being of the working class of the 
Soviet Union,” says the official report 
of the congress, “can by no means be 
judged by the growth of individual 
wages alone. Social insurance, medical 


aid and other forms of so-called ‘so- | 


cialized wages’ amounted in 1931 to 
over one-third of the individual wages. 
The most important factor of all in 
the increased well-being of the work- 
ers is the complete liquidation of un- 
employment, and the increase in the 
family budget through the employ- 
ment of all the able-bodied members 
of the family, which has meant an 
average addition of 53 per cent to 
the income of the worker’s family 
since 1928. Total appropriations for 
the construction of houses, schools, 
hospitals, créches, public baths, &c., 
have increased from 3,371,000,000 
rubles in 1927-28 to 9,733,000,000 
rubles in 1932. For housing alone 
511,000,000 rubles was spent in 1929- 
30, 910,000,000 rubles in 1931, and 
the plan for 1932 calls for 1,900,- 
000,000.” 

These figures show how great is the 
poverty of the Russian people. An 


eR ey ee 


= 


-. 


a 


ot 


ne 


nmr ve fips ge ee are Te eA tee Sasha a Sila aU OA sla eG Ss wes eae ache ad 


average annual income of 1,202 rubles 
is only $601 even at the nominal, and 
much exaggerated, gold value of the 
ruble. Moreover, this small income 
loses much of its meaning in terms of 
human comfort in a country whose 
markets are almost bare of consump- 
tion goods. The statistics of govern- 
mental expenditure on housing and 
other human needs merely emphasize 
the absence of decent social life which 
in progressive capitalist countries is 
commonplace. But there is no reason 
to belittle the achievement of the 
Soviet Union in these aspects of her 
national economy. That the Russian 
workers, at any rate, find their pres- 
ent circumstances supportable and 
and their future hopeful is made clear 
by their behavior during the past 
three years. The government has had 
no difficulty in attracting them into 
industry in increasing numbers. 

The total wage earning population 
in 1928 was 11,590,000; by 1931 it had 
increased to 18,600,000, and it will in- 
crease again during the present year 
to 21,000,000. The membership of the 
trade unions, which are in reality or- 
gans of the State, increased during 
this period faster than population, 
5,500,000 new members having been 
added between 1928 and 1932. The 
growth of the “shock brigade” move- 
ment—a voluntary organization of 


_ Wage earners dedicated to the faithful 


performance of the Soviet program— 
is an indication of an increasing de- 
votion of the workers to the purposes 
of their political rulers. From small 
beginnings in 1928 the membership of 
the shock brigades had expanded to 
include 29 per cent of all wage earn- 
ers in 1930 and 72 per cent at the be- 
ginning of 1932. It is significant, too, 
that wage earners in other countries 
find the conditions of life in the Soviet 
Union sufficiently attractive to create 
an embarrassing immigration problem 
for the Soviet Government. The influx 
of aliens into the one country free of 
unemployment had risen to upwards 
of 1,000 a week when the government 
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took steps in the Spring of 1932 to 


bring it under control through a new- 


ly established department of immigra- 


tion. This department, under the ad- 


ministration of Michael Borodin, has 
virtually prohibited further immigra- 
tion by refusing admission to working 
men who do not come equipiey With © 
return tickets. 

The Soviet Government sanOnnees 
on June 10 its intention to issue a new 
State loan of 3,200,000,000 rubles, the 
third of a series of approximately 
equal amount issued during the past 
four years. The loan is ostensibly a. 
voluntary contribution by the Russian 
people out of their meagre incomes to 
the economic program of their rulers. 
In reality, however, the contribution 
is not voluntary, since an irresistible 
social pressure is brought to bear 
upon the individual to compel him to 
subscribe as a safeguard against 
charges of unpatriotic conduct. The 
Council of Peoples’ Commissars has 
suggested that every wage earner in- 
vest three weeks’ pay in the loan, and 
the labor organizations have raised 
this requirement to a month’s wages. 
An active campaign in the villages 
brings similar methods of social com- 
pulsion to bear on the peasant. It is 
a foregone conclusion that the loan, 
supported by such devices of sales- 
manship, will be marketed success- 
fully. 

These internal Soviet loans have — 
little meaning in terms of the finan- / 
cial position of the government, for 
they represent a transaction whieh 
has no counterpart in the public fi- 
nance of other countries. With unim- 
portant exceptions all money incomes 
in Russia are drawn, in the last in- 
stance, from the public treasury in 
the form of a paper money theoret- 
ically redeemable in gold. To induce 
the people to return a part of this 
money to the treasury as a loan is 
merely to substitute one form of pub- 
lic debt for another. The transaction 
does not open up to the government 
new sources of financial support; it 
contributes to the stability of the 
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ce monetary system and makes less dif- 
- ficult governmental control of the 


price structure. The significance of 


the Soviet public debt is to be found 


in its social rather than its fiscal as- 
pects. It affords an opportunity for 


- investment and creates a form of pri- 


vate income from property which does 
not conform to the strict principles 
of Communist theory. The present 
loan, for example, gives the individual 
a choice between two types of bonds— 


one bearing 10 per cent interest until 
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redemption, the other offering no ino ep 
terest but a chance to win a glittering 
prize in a series of lotteries. Invest- 


ment in either promises as handsome 
a profit on the money advanced as is 
usually available to people in unre- 
generated capitalist countries. As the 
public debt increases—its amount this 
year will total nearly $5,000,000,000— 
it will afford a wider opportunity for 
the exercise of capitalist virtues, 
thrift, saving and the search for 
profit. 


: i Turkey Joins the League of Nationa : 


By ALBERT H. LYBYER 
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URKEY, through its National As- 
sembly, on July 6 accepted mem- 
bership in the League of Nations, and 


- thereby left only two countries—the 


United States and Soviet Russia—as 
occupants of what is jokingly called 


“the non-League pen” at Geneva. The 


invitation to Turkey had been ex- 


tended the same day by the League 
Assembly on a motion put a week 


earlier by Spain and seconded by 
Greece. The friendly spirit which 
marked Turkey’s joining the league 
was emphasized by the fact that in 
an address of welcome, Major Gen. Sir 
Granville Ryrie, once of the Anzacs, 
warmly praised the Turks for the skill 
and endurance they had shown at Gal- 
lipoli, in Palestine and in Syria during 
the World War. 

The Turkish National Assembly on 
June 5 passed a law providing that 
only Turks might pursue certain oc- 
cupations. Penalties were fixed in the 
form of fines ranging up to $250. Only 
about 100 Englishmen and two Ameri- 
cans are said to be affected by the 
new law, but many thousand Greeks, 
Italians and Persians are henceforth 


refused permission to practice as bar- 
bers, waiters, chauffeurs, musicians, 
entertainers, interpreters, clothing 
and shoe manufacturers, veterina- 
rians, stock brokers and so forth. 

As pointed out in these pages last 
month, a result of the visits of Pre- 
mier Ismet and his companions to 
Russia and Italy is that Turkey is 
planning industrial reorganization on 
a three-year basis. In addition to ad- 
vances amounting to $8,000,000 from 
Russia, a credit of $15,420,000 was ob- 
tained from Italy. One-third of the 
latter sum is to be provided in machin- 
ery and industrial material, one-third 
in cash and one-third is to be credited 
toward payment for four torpedo 
boats and two submarines which Italy 
had agreed to build for Turkey. A 
third sugar factory is to be estab- 
lished; the cotton industry will be ad- 
vanced and coal mining facilities will 
be improved. Turkey desires to estab- 
lish iron manufacture with her own 
ore and coal, Making use also of cop- 
per from her deposits at Arghana- 
Maden, she hopes to manufacture her 
own munitions of war. A system of 
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ies ae production, manufacture and sale 
of opium. A collateral advantage of 
this plan will be that the suppression 
of illegal trade in opium will be made 
easier. 
_ The Turkish Government has made 
considerable progress during the last 
ten years toward State control of in- 
dustry, from a desire, it appears, not 
_ so much to imitate Russia as to train 
the Turkish people more rapidly in 
business efficiency. Whether by in- 
herent ineptness or by tradition, the 
Turks have lacked initiative and en- 
terprise, although they are disciplined 
and sober. The government has ac- 
quired the ownership of most of the 
railroads, and control of the State 
monopolies of tobacco, salt, gunpow- 
der and alcoholic drinks, has estab- 
lished factories to provide clothing 
for the army and navy, has acquired 
- most of the Turkish mercantile 
' ‘marine, and provides much of the cap- 
_____ ital used in banking. 


SYRIA ELECTS A PRESIDENT 


- On June 7 the Syrian Chamber at- 
- tempted to elect a President, but 


B= broke up in disorder. On June 11, 
a however, a compromise was reached 
i between the Nationalists and the 
= -- French authorities, by which the 
a former were to submit a list of four 


names from which the French might 
ae choose one. In this manner Ahmed 
_ Ali Bey el-Abed, a member of a 
wealthy family, who had been in the 
_ Turkish diplomatic service before 
_____ the war, was elected President of the 
i. Syrian State. 
According to criticisms of condi- 
ee tions in the Lebanon, which led to the 
__—‘ recent suspension of the Constitution, 
officials were five times as numerous 
as necessary. Their pay compared 
‘a with that of rich States and necessi- 
% tated exorbitant taxation. The ad- 
_-—s ministration was bad and the Cham- 
ber functioned in a manner “which 
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politicians were said to draw six pen- — a 
sions, because of having held different 
posts. A proposal for reform re- 
quested a Governor or President, 
chosen by election, a Chamber of fif- 
teen members, the reduction of sal- — 
aries, the suppression of unnecessary 
positions, the cancellation of many _ 
pensions and the institution of ade- 
quate research looking toward indus- y abet) 
trial and engineering expansion. eae 
It was estimated at the beginning 
of May that out of 120,000 Armenian ~ 
refugees in Syria and the Lebanon, 
three-fourths had been provided with 
stone houses, for which they were 
paying on a ten-year instalment plan. 
The money had been furnished by the 
League of Nations and various philan- 
thropic organizations, particularly the 
American Near East Relief. It was ex- 
pected that in the near future all the 
Armenian refugees would be removed 
from temporary barracks to substan- 
tial dwellings. ata en 


THE KURDS OF IRAQ 


Another step has been taken toward 
quieting the mountain region in the 
northeast of Iraq. In general the aie 
process used in Turkey, Persia and es 
Iraq for governing those portions of ote 
the Kurdish people which have fallen Te 
to each country is similar, involving  — 
the destruction of the tribal organiza- <a 
tion and attempts to replace it by offi- ) 
cials of the ruling race. The Turks 
have transported many chieftains to 
Western Asia Minor. The Shah of 
Persia has been subjugating the tribes 
of Luristan. Last year the forces of 
Iraq, aided by the British Royal Air 
Force, compelled the surrender of 
Sheikh Mahmud of Southern Kurd- 
istan. The terms involved his resi- 
dence in a place approved by the gov- 
ernment, with the enjoyment of a pen- 
sion for his support. 

In March of the present year the 
same combination of forces gathered 
farther north for the suppression of 
Sheikh Ahmed Barzan, who had been 
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refusing complete obedience and pro- 
viding refuge for undesirable persons. 
‘In his case there was an unusual re- 
ligious complication. Not long ago 
the tribe passed under his leadership 
from Christianity to Islam. But last 
Summer he abandoned the new re- 
ligion and declared himself a divinity 
to be worshiped. A man not yet 40 
years of age, illiterate but very capa- 
ble, he held the complete loyalty of 
his immediate followers, but was 
forced to fight groups who were scan- 
dalized by his abandonment of Mo- 
hammedanism. 

The campaign lasted about four 

months, a mixture of fighting and 
diplomacy. The Kurds ambushed the 
Iraqis and cut their lines of communi- 
cation, but the Iraqis possessed su- 
perior weapons and the British air- 
craft performed prodigies of valor in 
the narrow defiles of the rugged 
mountains. The Sheikh persisted long 
in refusing offers similar to those 
made to Sheikh Mahmud in 1931. On 
June 24, however, he surrendered, to- 
gether with his two brothers and about 
100 followers. 
_A concession was granted in April 
to the new British Oil Development 
Company, to operate west of the 
Tigris River. 'The capital is appor- 
tioned 51 per cent to the British, 12 
per cent to the French, 12 per cent to 
the Germans and 25 per cent to the 
Italians. The original capital is $400,- 
000, which is expected eventually to 
become ten times as much. Operations 
will be permitted for seventy-five 
years in an area of 200 miles square. 


DROUGHT IN PERSIA 


No Winter or Spring rain fell along 
the northeast shore of the Persian 
Gulf in the neighborhood of Bushire. 
The result was a total crop failure, 
followed by famine and a lack even 
of drinking water. Steamers bring 
water to Bushire regularly. Food- 
stuffs are imported and are very dear. 
Some parents are reduced to offering 
their children for sale. Theft and rob- 
bery are rife. Some villages have been 
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abandoned by their inhabitants: wee 
have sought in the mountains food for 
their animals and for themselves. 


THE SUEZ CANAL 


Traffic in the Suez Canal was above 
the average of the last two years dur- 
ing the first half of 1931, but sub- 
sequently diminished. The total traffic 
for the year was 5 per cent below 
that of 1930, and 10 per cent below 
that of 1929. The receipts for 1931 
were 980,000,000 francs, the expendi- 
ture 295,000,000 francs. The traffic 
was 30,000,000 tons in ships of an 
average size of 7,779 tons. During the 
first four months of 1932 the traffic 
showed a reduction of 10 per cent 
from that of the first four months of 
1931. 


THE MECCA PILGRIMAGE 

The number of pilgrims to Mecca 
for 1932 has been estimated at 28,000, 
which is much less than in recent 
years. Only about 2,000 went from 
Egypt, as against 14,000 to 20,000 in 
other years. Economic troubles in 
the Hejaz are said to be not so bad 
as recently reported, and transport by 
automobile from Jeddah to Medina 
and Mecca and return has been stabil- 
ized at about $57. Each pilgrim pays 
$13.50, to be distributed to various 
persons or groups for protection and 
assistance. Hospitals with from 50 to 
300 beds have been established at four 
different points and are attended by 
thirty physicians from Syria and 
other Arab countries. 

The government of the Hejaz has 
employed for one year a Dutch finan- 
cial adviser, who will live at Jeddah 
and study the financial administra- 
tion, and in particular the customs 
system, with a view to recommending 
improvements. A commercial accord 
has been reached between King Ibn 
Saud and the Emir of Koweit. 


ANXIETY IN ABYSSINIA 
Announcement was made on June 9 
that the former Abyssinian Emperor, 
Lej Yasu, had escaped from captivity 
and had begun to gather an army. 


a 


Na et 


“Soldiers of the present Emperor, 
Hailie Selassie, were said to be desert- 


ing to the former ruler. Lej Yasu be- 
came Emperor in 1913, upon the death 
of his grandfather, Menelik. But the 
people were alienated by his tyranni- 
cal and corrupt government and by 
his disposition to turn Mohammedan. 
He was ex-communicated in Septem- 
ber, 1916, by the head of the church 
and then deposed by the great nobles 
in favor of his aunt, Zauditu. Upon 
her death in April, 1930, the present 
Emperor succeeded to the title, after 
actually ruling the country for a num- 
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ber of years. The former Emperor 
had been during his fifteen-year cap- 
tivity in the custody of his cousin, the 


to the throne. 

Troubles were brewing at the same 
time on two frontiers—an Abyssinian 
soldier had attacked an employe of 
the French railways at Diredawa, and 
an Abyssinian tribe, the Jile Anuak, 
had sent about 600 men into the 
Anglo-Egyptian Sudan and raided a 
Negro tribe, killing twenty-seven and 
capturing three times as many, with 
800 head of cattle. 


Manchuria in World Polities 


By TYLER DENNETT* 


N the Manchurian customs contro- 
] versy, which has been rapidly ma- 
turing since the middle of June, Sec- 
retary Stimson’s Far Eastern policy 
is meeting its first major test. 

The customs incident began with 
the action of the Manchukuo régime 
on June 19 in forbidding the deputy 
collectors of Chinese maritime cus- 
toms to remit their receipts to Shang- 
hai. There are at least three phases 
to the dispute. Within the leased 


*Dr, Dennett has joined the Board of 
Current History Associates as successor 
to Professor Harold S. Quigley, who, 
owing to pressure of other work, finds 
himself unable to continue as our regular 
contributor on Far Eastern affairs. Dr. 
Dennett, a graduate of Williams College 
and Johns Hopkins University, was con- 
nected with the Department of State as 
Chief of the Division of Publications and 
as Historical Adviser for nearly ten years 
until his appointment to his present posi- 
tion of Professor of International Rela- 
tions at Princeton University. His books 
include The Democratic Movement in 
Asia (1918), Americans in Eastern Asia 
(1923), Roosevelt and the Russo-Japanese 
War (1924), a life of John Hay which will 
be published shortly, and a selection of 
Hay’s letters and diaries which is now 
being edited. 


railway area, which includes Dairen 
and Antung, where the bulk of the 
Chinese customs in Manchuria are col- 
lected, Japan is under obligation by 
treaty to handle these revenues as be- 
longing to China. Outside the leased 
area the issue is nominally between 
China and the Changchun authorities, 
although, actually, since the latter au- 
thorities act in response to the direc- 
tions of Japanese advisers and their 
commands are carried out by Japanese 
police, it would be difficult to show 
that Japan, again, is not the respon- 
sible government with which the 
powers must deal. The third party in 
interest is the foreign bondholder who 
is represented by the powers, particu- 
larly Great Britain and France and, 
to a less extent, the United States. 
The Manchurian customs are a part 
of the security for the service of the 
Chinese foreign debt and supply about 
15 per cent of the total customs rey- 
enue of China. 

Not much has been reported as to 
the action of the Manchukuo régime 
in the customs matter outside the 
leased area. If the action at Man- 


Ras Kassa, himself a possible claimant — 


30, may be taken as typical, there has 
been no compromise with the desire 
_ of the Changchun officials to get their 
hands on some ready cash with the 
least possible delay. The Manchuli 
customs officer reported that his of- 
fice had been surrounded and siezed 
by Japanese policemen and that it 
had been necessary for him and his 
staff immediately to evacuate. It is 
presumed that all Chinese customs re- 
- ceipts have been appropriated. 

Within the leased area the situation 
is more acute and more complicated, 
since the Japanese Government is the 
acknowledged responsible authority. 
J. Fukumoto, the Japanese commis- 
sioner of the Chinese customs at 
Dairen, acting upon the advice of Mr. 
Kawai, the chief of the foreign affairs 
section of the Kwangtung Government 
at Port Arthur, refused to remit, and, 
when reproved by his chief, Sir Fred- 

_ erick W. Maze, repeated his refusal 
and, on June 24, was declared insub- 
ordinate. The reason given by Mr. 

_ Kawai was reported to be that he had 
good reason to believe that if the 
Kwangtung Government should fail to 
require that the Dairen customs re- 
ceipts be retained, the failure would 
be regarded by the Changchun offi- 
cials as “highly provocative.” He 
feared retaliatory measures which 
would probably take the form of set- 
. ting up new custom houses on the 

\ borders of the leased territory. The 
effect of such action would be that 
goods entering Japanese ports of 
entry in Manchuria would, before find- 
ing their way into the Manchurian 
market, be required to pay a second 
duty, which would greatly curtail, if 
not extinguish, Dairen as a commer- 
cial port. 

The insubordination of Fukumoto 
consisted in obeying a Japanese offi- 
cial rather than the Inspector Gen- 
eral of the Chinese customs. The lat- 
ter, after conferring with T. V. Soong, 

the Chinese Finance Minister, dis- 
missed Fukumoto, but he still remains 
in his office, while his Japanese staff, 


S che, on the Siberian border, on ‘Fane . 


of in the harbor offices of the South — 
Manchurian Railway. 


While Fukumoto voluntarily with- “ 


held the revenues of his office for the 
benefit of the Changchun authorities, 
in other cases the revenues were 
surrendered only under coercion. 
Robert M. Talbot, the American com- 
missioner at Antung, surrendered his 
records at the point of a revolver 
when Japanese policemen entered his 
home on June 30. In reply to Tal- 
bot’s protest the Japanese adviser de- 
clared that he was acting under or- 
ders and that he was prepared to 
ignore not only the Japanese Consul 
at Antung, but also all other inter- 
ests concerned. Talbot was com- 
pelled to relinquish his work, but the 
Japanese Consul promised that his 
home would be protected from further 
illegal entry. The action at Antung 
is all the more significant because it 
followed several days after the inci- 
dent at Dairen and after the powers 
had already made informal protests in 
Tokyo. It is apparent that the Japan- 
ese in Manchuria, those in the leased 
zone as well as those who are acting 
as the advisers of the new govern- 
ment, are solidly determined to hasten 
as rapidly as possible the complete 
separation of Manchuria from China. 

After a week or ten days of infor- 
mal conversations the British, French 
and American ambassadors in Tokyo, 
on June 29, made separate formal rep- 
resentations to the Foreign Office. 
The interests of the powers are of two 
sorts. To subtract the Manchurian 
customs receipts from the funds 
pledged for the service of the Chinese 
debts abroad is to reduce the security, 
already none too good, upon which 
these loans were made. In this phase 
of the question the American Govern- 
ment is not greatly interested, al- 
though some Chinese bonds are held 
in the United States. The other 
phase is a direct challenge to the 
Stimson policy. The Japanese Gov- 
ernment, supported by the British, so 


it is reported, is seeking a compro- 
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 Dairen will remain under the Chinese 
customs, while at all other ports of 
entry the offices will be surrendered 
to Manchukuo. It is suggested that 
from the Dairen receipts there will be 
sent to China a sum sufficient to pay 
_ the Manchurian share of the Chinese 
foreign debt while the balance will 
---— ibe turned over to Changchun. It is 
difficult to see how such an agreement 
could be made without the recognition 
by all the powers of the Manchukuo 
State, and it has been reiterated in 
Washington that such recognition 
will not be given. A compromise 
along these lines would represent a 
sweeping disturbance of the adminis- 
trative entity or integrity of China 
: which the powers so often, and more 
ae recently in the Nine-Power treaty, 
x have engaged themselves to respect. 
-_-__—«*cIt would appear that American policy 
% is again, as so often in the past, tend- 
a ing to support a theory, whereas the 
‘ policies of the other interested powers 
a contain more of the essential qualities 
sof Realpolitik. 
The Manchurian customs issue is 
closely tied up with the underlying 
~~. question of recognition of the new 
a State. The latter is obviously eager 
for immediate recognition, at least 
by Russia and Japan. For Japan 
‘to _recognize Manchukuo now would 
not only separate Japan and the 
United States still farther but would 
also be little short of an affront to 
the League of Nations, whose commis- 


oe sion, under Lord Lytton, has just 
i made a survey of the Manchurian sit- 
--—s uation and is now in Tokyo. The 
_ Lytton commission will not make its 
aa report before the middle of Septem- 
ber, and it is not expected that it 
_ _will be in the hands of the Commis- 
__—__ gion of Nineteen at Geneva for study 
_ before Nov. 1. It would certainly be 


a discourtesy for Japan to recognize 
the Changchun régime before the 
League of Nations has taken action 
upon the report of its commission. 
The customs incident, however, has 
made the recognition question acute 


which the customs office at. 


the new Foreign Minister at Tokyo, 


in Tokyo, as was, Pease intended m oe ig 
by the Japanese military in Man- 
churia. The Diet has passed a reso- 
lution requesting immediate recogni- a 
tion and it is expected that it will | et 
be necessary to reconvene the Diet 
long before the commission makes its — aon 
report in Geneva. | (oiwayee 
The Japanese Government, there- eB 
fore, has to find a policy that will con-— 
ciliate both the military in Manchuria — 
and a substantial civilian party at 
home before the next meeting of the _ 
Diet. It is generally understood that 
Count Uchida, formerly president of 
the South Manchurian railway and 


favors recognition. Such a_ step 
probably will be prefaced by treaties = 
and agreements with the new State, 
similar either to the Platt amend- ; 
ment which the American Govern: | 
ment required Cuba to incorporate 
in her Constitution, or to the ar- 
rangements that Great Britain made 
with Egypt by which the latter be- — 
came for many years practically a 
British possession. In any event it — 
is not clear in what way the Stimson 
policy can be enforced if, with the 
acquiescence of Great Britain and ~~ 
France, Japan not only recognizes the 
new State but permits it to retain the | 
customs revenue which formerly went 

to the Nanking Government. 


Of less actual importance, but of no 
less significance in the international 
situation, is the possible recognition 
of the new State by the Soviet Union. 
Thus far Soviet policy toward Chang- 
chun has been both conciliatory and 
encouraging. “Moscow has been far 
more realistic than Washington ever 
since the outbreak of the Manchurian 
incident,”’ observes Dr. S. Washio in 
the Transpacific. In fact, Moscow 
has taken several positions distinctly 
favorable to Manchukuo and has 
bound itself by no declarations preju- 
dicial to it. 

As early as March 2 the Soviet Gov- 
ernment ordered its consul general, its 
commercial agent and the Russian 
director of the Chinese Eastern Rail- 
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way at Harbin to withdraw from 
Manchuria. Thus by possession of 
the Harbin office the Japanese actu- 
ally have civilian control of the opera- 
tions of the railway, in addition to the 
military control resulting from opera- 
tions along a large portion of the line 
from Manchuli to Vladivostok. Tokyo 
has at times expressed some concern 
about the movement of Soviet troops 
toward the border, and there have 
been rumors of new entrenchments at 
Vladivostok, but the fact remains that 
Moscow seems to have accepted with 
complacency the recent change of 
government in Manchuria. The Chi- 
nese consular officers at Blagovesh- 
chensk, Chita, Harbarovsk and Vladi- 
vostok have been encouraged, or 
forced, by the Soviet Government to 
vacate their offices in favor of repre- 
sentatives from Changchun. 

In January Moscow proposed to 
Tokyo a non-aggression pact similar 
to those of the Soviet Government 
with the Baltic States. At first these 
overtures were kept secret, but eventu- 
ally they were allowed to be reported 
from Moscow. The latter offered no 
protest to the Japanese occupation of 
Harbin, and recently declined to co- 
operate with the Lytton Commission 
in Manchuria. Evidently Russia has 
a desire to be conciliatory. 

Premier Saito declared on June 2 
that the attitude of the Soviet Gov- 
ernment had been “perfectly correct,” 
but, as to the non-aggression pact, the 
Premier appeared to be holding off, 
as would any good diplomat who be- 
_lieved that he could obtain better 
terms by delay. Saito declared that 
Japan had no desire to obtain any in- 
terest possessed by others in the Chi- 
nese Eastern Railway. Such a state- 
ment would be reassuring to France, 
to the Russian “Whites” and to the 
Soviet Government. On the other 
hand, it should be recalled that the 
Kamchatka fisheries negotiation has 
made no progress for a year and that 
the question of Outer Mongolia has 
yet to be settled. 

Mongolia is frankly discussed in 


y 
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under distinguished auspices—in an 
article by Tokichi Tanaka, formerly 
Ambassador in Moscow and now Vice 
Minister for Foreign Affairs in Tokyo. 
Premier Saito expressed the amusing 
fear that the non-aggression pact 
might weaken the force of the Kel- 
logg-Briand pact, but the Vice Min- 
ister for Foreign Affairs is more 
direct. The latter points out that 
Mongolia is now a closed territory for 
Japanese trade. Japan, he asserts, 
does not care who has political con- 
trol, but she does desire the open 
door. Tanaka favors recognition of 
Mongolia as a sovereign republic, de- 
spite the fact that it is no more free 
from Moscow than Manchukuo is 
from Tokyo. 

Putting all the evidence together, it 
would appear that the situation is 
ripening for an understanding be- 
tween Moscow and Tokyo. Perhaps 
some agreement will be reached by 
which Japan will recognize the Soviet 
position in Mongolia in return for 
Russian recognition of the Japanese 
position in Manchuria. At the mo- 
ment the situation is similar to that 
in 1903 when Japan sought Russian 
recognition of her right to freedom of 


action in Korea, and at the same _ 


time, demanded the open door in Man- 
churia. Then the Czar’s government 
was unwilling to concede the desired 
privileges in Manchuria; the refusal 
brought on the Russo-Japanese War. 
Today the Russians are in a more con- 
ciliatory mood, but whether they will 
go so far as to admit the Japanese into 
Mongolia remains to be seen. If they 
make this concession, one cannot help 
wondering how long it will be before 
the Japanese will have a government 
in Mongolia, just as they once had 
one in Korea, and now have in Man- 
churia. Japanese policy today is so 
nearly identical with that of 1903- 
1905 that some of the diplomatic 
correspondence of that time, brought 
out with new names and dates, would 
pass for present-day documents. 


The relations of Japan to the 
League of Nations are likely to be of 
extreme interest in the next few 
months. “It is impossible to say,” as- 
serted Premier Saito, in his first pub- 
lic statement, “that withdrawal from 
the League might not, under some cir- 
cumstances, be the right course for 


- Japan to pursue. But I hope that 


such circumstances may not arise.” 
No doubt the official attitude of Ja- 
pan toward the League will be deter- 


mined by the nature of the report 


made by the Lytton commission and 
then by the Commission of Nineteen. 
Thus Japan holds a threat over the 
commission, for at the present mo- 
ment it would appear that by with- 
drawing from the League Japan would 


- lose less than the League. 
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While the Lytton commission has 
publicly committed itself to no recom- 
mendations, there are indications in 


‘the press reports from both China and 


Japan which seem to indicate that 
Great Britain as well as France is 
working zealously to effect a compro- 
mise which will permit Japan to con- 


tinue as a contented member of the i 


League. It is plain that Japan would 
withdraw without a moment of hesi- 


tation if such a step were necessary 


to conserve the fruits of the recent 
military operations in Manchuria. It 
may, in the next few months, be very 
difficult for the Stimson policy and 
the League policy to keep step. Some 
one in the Manchurian affair is likely 


to lose some face; at the moment it 


does not appear to be Japan. 


Revolution Comes to Siam 


RB means of a swift and sudden 


revolution on June 26, accom- 
plished without loss of life, Siam has 
slipped into the category of constitu- 
tional monarchies after a history of 
absolute monarchism. Within two days 
after the army and navy, which led the 
revolt in the name of the People’s 
party, took charge in Bangkok and 
made known its intentions, King Pra- 
jadhipok announced his cordial accep- 
tance of the constitutional limitation 
of his own powers. The chief causes of 
the uprising are believed to be eco- 
nomic. Exports of rice, which is Siam’s 
chief commodity, had dropped because 
of the economic distress of China and 
Japan, her best customers. The impo- 
sition of new and heavy forms of tax- 
ation are also regarded as a factor. 
On the other hand, the character of 


_ the leadership of the revolt, the zeal 


and firmness with which Princes of 
the royal family, who were also chiefs 
of the government bureaucracy, were 
eliminated in the new government and 
the fact that there was no noticeable 
stir among the lower classes, seem to 


indicate that the motivation might 
have been political as well. 

The Constitution, which the King 
signed on June 27, established the 
principle of suffrage for men and wo- 
men. Temporarily, the power of gov- 
ernment will be vested in the King, a 
Senate, a Senatorial Executive Com- 
mittee of fifteen and the law courts. 
All acts or decrees by the King must 
be approved by a member of the Ex- 
ecutive Committee. The King may 
refuse to sign legislation by the Sen- 
ate, but if that body insists on it, then 
it becomes law. The Senate will con- 
sist of seventy members, who, at first, 
will be chosen by the People’s party. 
Within six months the election of half 
of the Senators will be transferred to 
the people on the basis of one for 
each province. When the general 
level of education is raised, the entire 
Senate will be elected. One of the 
first acts of the Executive Committee 
has been the appointment of a Cab- 
inet directly responsible to it. No 
Princes are members of the Cabinet, 
the Committee or the Senate, 
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June 30, the convention adopted with 
one loud “aye” the remainder of the 
platform. The only change or addition 
was the clause relating to human wel- 
fare, especially of children, which was 
written into the platform by the con- 
vention on the motion of Mrs, Caroline 
O’Day of New York, close personal 
friend of Mrs. Franklin D. Roosevelt. 
A plank for cash payment of the vet- 
erans’ adjusted compensation certifi- 
cates was voted down overwhelming- 
ly, as were numerous schemes for in- 


flation of the currency and for agri- 


cultural relief. 

The selection of a nominee for the 
Presidency was begun the same day. 
Nine long nominating speeches, inter- 
rupted by endless parades and second- 
ing speeches of friends of each of the 


- candidates, ran the convention, after a 


short recess during early evening, far 
into the small hours of Friday morn- 
ing. The candidates placed before the 
assembly were Governor Roosevelt, 
Speaker Garner, former Governor 


Smith, Governor Ritchie of Mary- 


land, former Governor Byrd of Vir- 
ginia, Melvin A. Traylor of Illinois, 
former Senator James A. Reed of Mis- 


-souri, “Alfalfa Bill” Murray of Okla- 


homa and Governor George White of 
Ohio. 

The new day was gleaming through 
the windows of the Stadium when 
Senator Connally of Texas, nominator 
of Speaker Garner, tried to get the 
body to recess, but the delegates de- 
cided by an overwhelming roll-call 
vote to stay and ballot. It was the 
strategy of the Roosevelt men to force 
the balloting then and there. 

The arduous task of calling the roll 
was begun. A disgruntled member of 
the Minnesota delegation, voting 
under the unit rule for Roosevelt, de- 
manded a poll of the delegation. This 
took more time. When New York was 
reached, John F. Curry, leader of 
Tammany Hall, demanded a poll. This 


resulted in an ee eine victory. 


in that delegation for Smith, and it 


also gave Mayor Walker his opportu- 
nity to stand up before the world and 
vote for another in preference to Gov- 
ernor Roosevelt, who must sit in judg- 
ment upon his right to continue at 
the head of the New York City Gov- 
ernment. Ohio also demanded a poll 
and more time was consumed. Dele- 
gates from the District of Colum- 
bia and from Iowa caused still more 
trouble. The roll-call wore on to the 
end and no candidate had received the 
necessary two-thirds majority. The 
count stood: Roosevelt, 66614; Smith, 
20134; Garner, 9014; Ritchie, 21; 
Baker, 814; White, 52; Murray, 23; 
Traylor, 4214; Byrd, 25; Reed, 24. 

A second roll-call was ordered im- 
mediately. After more polls demanded 
by Minnesota, Pennsylvania and the 
District of Columbia, and arguments 
as to the rights and places of alterna- 
tives, the votes showed still a lack 
of the necessary two-thirds majority 
for any candidate, Roosevelt picking 
up 1114 votes, to make his total 67734, 


against Smith’s 194144, Garner’s 9014, ~ 


Ritchie’s 2314, Baker’s 8 and 15434 
distributed among other candidates, 
including this time Will Rogers, the 
actor-humorist. At this juncture the 
Roosevelt managers tried to adjourn 
the meeting. But the “Stop Roosevelt” 
group would have none of it. Dudley 
Field Malone of New York started to 
debate the non-debatable motion, stat- 


ing that as they had been kept to — 


that point, the New Yorkers were 
ready to stay until a nomination had 
been made. There was such a clamor 
against adjournment that the motion 
was withdrawn. 

Another ballot was ordered. Lines 
tightened everywhere. Ohio demanded 
another poll. There was more dissat- 
isfaction in the District of Columbia 
delegation. When shortly after 9 A. M. 
the vote was announced, Roosevelt 
had picked up only 5 votes, making 
his total 68234, Smith 19014, Garner 
101%4, Ritchie 23%, Baker 84% and 
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arose in his place in ‘the California 
delegation and proposed adjournment 
until evening, which was agreed to. 


Very few delegates slept during the 


_ day. With conferences going on right 
and left, delegation caucuses, reports 
__ of bargaining and rumors of switches, 
there was no sleeping for the harried 

- Democrats. The most important of all 
those conferences were two going on 


at the Hotel Sherman—one which 


brought together the sons and daugh- 


ters of Texas, the other in which Mr. 
McAdoo was conferring with his 
forty-four votes from California. 
These two conferences lasted until 
almost 9 P. M., the appointed hour of 


- meeting. There were hasty backstairs 


talks between managers of the Texas 


- contingent and Mr. McAdoo, and then 


long-distance telephone conversations 
with some one else. Exactly at the 
9 o’clock deadline there came the 


= _ word, “Garner has released his dele- 


gates.” 

When that report was verified, the 
convention knew that the matter of 
nominating the Presidential candidate 
was settled. The confirmation came 
during the fourth roll-call, when the 
name of California was reached. It 
was then that the tall, immaculate Mr. 


- McAdoo climbed the steps to the ros- 


trum, and there, amid continuous in- 
terruption by Smith supporters in 
the galleries, announced California’s 
forty-four votes for Roosevelt. This 
started a bandwagon rush in which 
only New York, Massachusetts, Rhode 
Island, New Jersey and Connecti- 
cut declined to join, and gave the 
New York Governor 945 of the con- 
yention’s 1,154 votes—well over the 


number required by the two-thirds 


rule to nominate. Mr. McAdoo swung 
the tide, and in so doing paid an old 


score to Mr. Smith that had come 


down from the interminable session 


of 1924. 


The convention likewise considered 


- settled. Delegates | concluded that it ca) 
would go to Speaker Garner, to whom _ 


' the’ Vice Presidential - ibmination! as ar 


the California delegation had been 
pledged. Confirmation of that conclu- 
sion came that same night from the 
triumphant Roosevelt managers. The 
convention sanctioned the choice the _ 
next day by unanimously placing the — 
Texas plainsman on the ticket with | 
Governor Roosevelt. ‘i 

According to the custom of scores 1 
of years, the formal nomination of 
Speaker Garner for the Vice Presi- | 
dency would have ended the Demo- _ 
cratic convention. But it did not. A 
telegram had been received from Gov- 
ernor Roosevelt the night before stat- __ 
ing that he would arrive the next day _ 
to cut the red tape of tradition and — 
be formally notified of his nomination 
right on the spot where it had taken 
place. After an air trip from Albany ou 
to Chicago and just as the sixth day’ 
of the Democratic convention was 
about to end, the nominee, on the arm 
of his son, James, strode out across 
the speakers’ platform to the acclaim 
of nearly 20,000 people. He was break- 
ing tradition and he knew it; his ac- 
tion that day, he declared, was but a 
symbol of what he intended to do with 
the time-worn customs of the past in 
the coming campaign. 

“You have nominated me and I 
know it,’”’ he said, “and I am here to 


thank you for the honor.” So saying ih 
he obviated the official notification ee: 
ceremony which would have followed re 3 
weeks hence. He received the informa- se: i 


tion straight from Senator Walsh of me 
Montana, chairman of the convention. 
In a speech lasting about forty-five ee 
minutes Governor Roosevelt promised 
to lead the way to a new day in the 
nation’s economic life and to “restore 
America to its own people.” 

That night James A. Farley, Mr. 
Roosevelt’s preconvention manager, 
was chosen chairman of the Demo- 
cratic National Convention, to pilot 
the Roosevelt-Garner ticket through 
the campaign. 


Text of the Party Platforms 


I—The Republican Party 


NTRODUCTION—We, the representa- 

tives of the Republican party, in con- 
vention assembled, renew our pledge to 
the principles and traditions of our party 
and dedicate it anew to the service of 
the nation. 

We meet in a period of widespread dis- 
tress and of an economic depression that 
has swept the world. The emergency is 
second only to that of a great war. The 
human suffering occasioned may well ex- 
ceed that of a period of actual conflict. 

The supremely important probiem that 
challenges our citizens and government 
alike is to break the back of the depres- 
sion, to restore the economie life of the 
nation and to bring encouragement and 
relief to the thousands of American fam- 
ilies that are sorely afflicted. 

The people themselves, by their own 
courage, their own patient and resolute 
effort in the readjustments of their own 
affairs, can and will work out the cure. 
It is our task as a party, by leadership 
and a wise determination of policy, to as- 
sist that recovery. 

To that task we pledge all that our 
party possesses in capacity, leadership, 
resourcefulness and ability. Republicans, 
collectively and individually, in nation 
and State, hereby enlist in a war which 
will not end until the promise of Ameri- 
can life is once more fulfilled. 

LEADERSHIP—For nearly three years 
the world has endured an economic de- 
pression of unparalleled extent and se- 
verity. The patience and courage of our 
people have been severely tested, but 
their faith in themselves, in their insti- 
tutions and in their future remains un- 
shaken. When victory comes, as it will, 
this generation will hand on to the next 
a great heritage unimpaired. 

This will be due in large measure to 
the quality of the leadership that this 
country has had during this crisis. We 
have had in the White House a leader— 
wise, couragecus, patient, understanding, 
resourceful, ever present at his post of 
duty, tireless in his efforts and unswerv- 
ingly faithful to American principles and 
ideals. 

At the outset of the depression, when 
no man could foresee its depth and ex- 
tent, the President succeeded in averting 
much distress by securing agreement be- 
tween industry and labor to maintain 
wages and by stimulating programs of 
private and governmental construction. 
Throughout the depression unemploy- 
ment has been limited by the systematic 
use of part-time employment as a substi- 
tute for the general discharge of em- 
ployes. Wage scales have not been re- 


duced except under compelling necessity. 
As a result there have been fewer strikes 
and less social disturbance than during 
any similar period of hard times. 

The suffering and want occasioned by 
the great drought of 1930 were mitigated 
by the prompt mobilization of the re- 
sources of the Red Cross and of the gov- 
ernment. During the trying Winters of 
1930-31 and 1931-32 a nation-wide organi- 
zation to relieve distress was brought 
into being under the leadership of the 
President. By the Spring of 1931 the 
possibility of a business upturn in the 
United States was clearly discernible, 
when, suddenly, a train of events was set 
in motion in Central Europe which 
moved forward with extraordinary ra- 
pidity and violence, threatening the 
credit structure of the world and eventu- 
ally dealing a serious blow to this coun- 
try. 

The President foresaw the danger. He 
sought to avert it by proposing a sus- 
pension of intergovernmental debt pay- 
ments for one year, with the purpose of 
relieving the pressure at the point of 
greatest intensity. But the credit ma- 
chinery of the nations of Central Europe 
could not withstand the strain, and the 
forces of disintegration continued to gain 
momentum until in September Great 
Britain was forced to depart from the 
gold standard. This momentous event, 
followed by a tremendous raid on the 
dollar, resulted in a series of bank sus- 
pensions in this country and the hoarding 
of currency on a large scale. 

Again the President acted. Under his 
leadership the National Credit Associa- 
tion came into being. It mobilized our 
banking resources, saved scores of banks 
from failure, helped restore .confidence 
and proved of inestimable value in 
strengthening the credit structure. ‘ 

By the time the Congress met the char- 
acter of our problems was clearer than 
ever. In his message to Congress the 
President outlined a constructive and 
definite program which in the main has 
been carried out; other portions may yet 
be carried out. 

The Railroad Credit Corporation was 
created. The capital of the Federal Land 
Banks was increased. The Reconstruc- 
tion Finance Corporation came into being 
and brought protection to millions of de- 
positors, policy holders and others. 

Legislation was enacted enlarging the 
discount facilities of the Federal Reserve 
System, and, without reducing the legal 
reserves of the Federal Reserve Banks, 
releasing a billion dollars of gold, a for- 
midable protection against raids on the 
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dollar and a greatly enlarged basis for an 
expansion of credit. 

An earlier distribution to depositors in 
closed banks has been brought about 
through the action of the Reconstruction 
Finance Corporation. Above all, the na- 
tional credit has been placed in an im- 
pregnable position by provision for ade- 
quate revenue and a program of drastic 
curtailment of expenditures. All of these 
measures were designed to lay a founda- 
tion for the resumption of business and 
increased employment. 

But delay and the constant introduction 
and consideration of new and unsound 
measures have kept the country in astate 
of uncertainty and fear, and offset much 
of the good otherwise accomplished. 

The President has recently supple- 
mented his original program to provide 
for distress, to stimulate the revival of 
business and employment, and to improve 
the agricultural situation, he recom- 
mended extending the authority of the 
Reconstruction Finance Corporation to 
enable it: 

(a) To make loans to political subdivi- 
sions of public bodies or private corpora- 
tions for the purpose of starting construc- 
tion of income-producing or self-liquidat- 
ing projects which will at once increase 
employment; 

(b) To make loans upon security of 
agricultural commodities so as to insure 
the carrying of normal stocks of those 
commodities, and thus stabilize their loan 
value and price levels; 

(c) To make loans to the Federal Farm 
Board to enable extension of loans to 
farm cooperatives and loans for export of 
agricultural commodities to quarters un- 
able otherwise to purchase them; 

(ad) To loan up to $300,000,000 to such 
States as are unable to meet the calls 
made on them by their citizens for dis- 
tress relief. 

The President’s program contemplates 
an attack on a broad front, with far- 
reaching objectives, but entailing no dan- 
ger to the budget. The Democratic pro- 
gram, on the other hand, contemplates a 
heavy expenditure of public funds, a 
budget unbalanced on a large scale, with 
a doubtful attainment of at best a strictly 
limited objective. 

We strongly endorse the President’s 
program. 

UNEMPLOYMENT AND RELIEF— 
True to American traditions and prin- 
ciples of government, the administration 
has regarded the relief problem as one of 
State and local responsibility. The work 
of local agencies, public and private, has 
been coordinated and enlarged on a na- 
tion-wide scale under the leadership of 
the President. 

Sudden and unforeseen emergencies 
such as the drought have been met by 
the Red Cross and the government. The 
United States Public Health Service has 
been of inestimable benefit to stricken 
areas. 

There has been magnificent response 
and action to relieve distress by citizens, 
organizations and agencies, public and 
private, throughout the country. 

To provide against the possible failure 
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of local and State agencies, the President 
has urged the Congress to create an 
emergency relief fund to be loaned tem- 
porarily to any State on a showing of 
actual need and temporary failure of its 
financial resources. ‘ 

The Republican party endorses this rec- 
ord and policy and is opposed to the Fed- 
eral Government entering directly into 
the field of private charity and direct 
relief to the individual. 


PUBLIC ECONOM Y—Constructive 
plans for financial stabilization cannot be 
completely organized until our national, 
State and municipal governments not only 
balance their budgets but curtail their 
current expenses as well to a level which 
can be steadily and economically main- 
tained for some years to come. 

We urge prompt and drastic reduction 
of public expenditure and resistance to 
every appropriation not demonstrably 
necessary to the performance of the es- 
sential functions of government, national 
or local. 

The Republican party established and 
will continue to uphold the gold standard 
and will oppose any measure which will 
undermine the government’s credit or 
impair the integrity of our national cur- 
rency. Relief by currency inflation is un- 
sound in principle and dishonest in re- 
sults. The dollar is impregnable in the 
marts of the world today and must re- 
main so. An ailing body cannot be cured 
by quack remedies. This is no time to 
experiment upon the body politic or 
financial. } 

BANKS AND THE BANKING SYS- 
TEM—tThe efficient functioning of our 
economic machinery depends in no small 
measure on the aid rendered to trade and 
industry by our banking system. There is 
need of revising the banking laws so as 
to place our banking structure on a 
sounder basis generally for all concerned, 
and for the better protection of the de- 
positing public there should be more 
stringent supervision and broader powers 
vested in the supervising authorities. We 
advocate such a revision. 

One of the serious problems affecting 
our banking system has arisen from the 
practice of organizing separate corpora- 
tions, under and controlled by the same 
interests as banks, but participating in 
operations which the banks themselves 
are not permitted legally to undertake. 
We favor requiring reports of and sub- 
jecting to thorough and periodic exam- 
ination all such affiliates of member 
banks until adequate information has 
been acquired on the basis of which this 
problem may definitely be solved in a 
permanent manner. 

INTERNATIONAL CONFERENCE— 
We favor the participation by the United 
States in an international conference to 
consider matters relating to monetary 
questions, including the position of silver, 
exchange problems, and commodity 
prices, and possible cooperative action 
concerning them. 

HOME LOAN DISCOUNT BANK SYS- 
TEM—The present Republican adminis- 
tration has initiated legislation for the 


 ereation of a system of Federally super- 
vised home loan discount banks, designed | 


to serve the home owners of all parts 
of the country and to encourage home 
ownership by making possible long-term 
credit for homes on more stable and 
more favorable terms. 

There has arisen in the last few years 
a disturbing trend away from home own- 
ership. We believe that everything possi- 
ble should be done by governmental 
agencies, national, State and local, to re- 


_verse this tendency; to aid home owners 


by encouraging better methods of home 
financing; and to relieve the present in- 
equitable tax burden on the home. In 
the field of national legislation we pledge 
that the measures creating a home loan 
discount system will be pressed in Con- 
gress until adopted. 

AGRICULTURE — Farm distress in 


_ America has its root in the enormous ex- 


pansion of agricultural production during 


the war, the deflation of 1919, 1920 and 
' the dislocation of markets after the war. 


There followed, under Republican admin- 
istrations, a long record of legislation in 
aid of the cooperative organization of 
farmers and in providing farm credit. 
The position of agriculture was grad- 
ually improved. In 1928 the Republican 
party pledged further measures in aid 


of agriculture, principally tariff protec- 


tion for agricultural products and the 
creation of a Federal Farm Board 
“clothed with the necessary power to pro- 
mote the establishment of a farm mar- 
keting system of farmer-owned and con- 
trolled stabilization corporations.’’ 

Almost the first official act of President 
Hoover was the calling of a special session 
of Congress to redeem these party 
pledges. They have been redeemed. 

‘The 1930 tariff act increased the rates 
on agricultural products by 30 per cent, 
upon industrial products only 12 per cent. 
That act equalized, so far as legislation 
can do so, the protection afforded the 
farmer with the protection afforded in- 
dustry, and prevented a vast flood of 
cheap wool, grain, live stock, dairy and 
other products from entering the Amer- 
ican market. 

By the agricultural marketing act, the 
Wederal Farm Board was created and 
armed with broad powers and ample 
funds. The object of that act, as stated 
in its preamble was: 

“To promote the effective merchandis- 
ing of agricultural commodities in inter- 
state and foreign commerce so that * * * 
agriculture will be placed on the basis of 
economic equality with other industries 
* * *| By encouraging the organization 
of producers into effective association for 
their own control * * * and by promoting 
the establishment of a farm marketing 
system of producer-owned and producer- 
controlled cooperative associations.’’ 

The Federal Farm Board, created by 
the agricultural marketing act, has been 
compelled to conduct its operations dur- 
ing a period in which all commodity 
prices, industrial as well as agricultural, 
have fallen to disastrous levels. A period 
of decreasing demand and of national 
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Farm Board has many achievements of 
merit to its credit. It has increased the 
membership of the cooperative farm mar- 
keting associations to coordinate efforts 
of the local associations. By cooperation 
with other Federal agencies, it has made 
available to farm marketing associations 
a large value of credit, which, in the 
emergency, would not have otherwise 
been available. Larger quantities of farm 
products have been handled cooperatively 
than ever before in the history of the 
cooperative movement. Grain crops have 
been sold by the farmer through his asso- 
ciation directly upon the world market. 

Due to the 1930 tariff act and the agri- 
cultural marketing act, it can truthfully 
be stated that the prices received by the 
American farmer for his wheat, corn, 
rye, barley, oats, flaxseed, cattle, butter 
and many other products, cruelly low 
though they are, are higher than the 
prices received by the farmers of any 
competing nation for the same products. 

The Republican party has also aided 
the American farmer by relief of the 
sufferers in the drought-stricken areas, 


through loans for rehabilitation and ~ 


through road building to provide employ- 
ment, by the development of the inland 
waterway system, by the perishable prod- 
uct act, by the strengthening of the ex- 
tension system, and by the appropriation 
of $125,000,000 to recapitalize the Federal 
land banks and enable them to extend 
time to worthy borrowers. 

The Republican party pledges itself to 
the principle of assistance to cooperative 
marketing associations, owned and con- 
trolled by the farmers’ themselves, 
through the provisions of the agricultural 
marketing act, which will be promptly 
amended or modified as experience 
shows to be necessary to accomplish the 
pe last set forth in the preamble of that 
act. 


TARIFF AND THE MARKETING 
ACT—The party pledges itself to make 
such revision of tariff schedules as eco- 
nomic changes require to maintain the 
parity of protection to agriculture with 
other industry. 

The American farmer is entitled not 
only to tariff schedules on his products 
put to protection from substitutes there- 
or. 

We will support any plan which will 
help to balance production against de- 
mand, and thereby raise agricultural 
prices, provided it is economically sound 
and administratively workable without 
burdensome bureaucracy. 

The burden of taxation borne by the 
owners of farm land constitutes one of 
the major problems of agriculture. 

President Hoover has aptly and truly 
said, ‘‘Taxes upon real property are 
easiest to enforce and are the least flexi- 
ble of all taxes. The tendency under 
pressure of need is to continue these 
taxes unchanged in times of depression, 
despite the decrease in the owner’s in- 


calamities such as drought and flood has 

intensified the problem of agriculture. | 
Nevertheless, after only a little more 

than two years’ efforts, the Federal 
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come. Decreasing price and decreasing 
income result in an increasing burden 
_ upon property owners * * * which is 
- now becoming almost unbearable. The 
tax burden upon real estate is wholly 
out of proportion to that upon other 
forms of property and income. There is 
no farm relief more needed today than 
tax relief.’’ 

The time has come for a reconsidera- 
tion of our tax systems, Federal, State 
and local, with a view to developing a 
better coordination, reducing duplication 
and relieving unjust burdens. The Re- 
: publican party pledges itself to this end. 
a More than all else, we point to the fact 
: that, in the administration of executive 
_ departments, and in every plan of the 
 . President for the coordination of national 
7 effort and for strengthening our finan- 
ss cial structure, for expanding credit, for 
ar rebuilding the rural credit system and 
Be laying the foundations for better prices, 

% the President has insisted upon the in- 
terest of the American farmer. 

The fundamental problem of American 
agriculture is the control of production 
to such volume as will balance supply 
with demand. In the solution of this 
problem the cooperative organization of 
farmers to plan production and the 
_ tariff, to hold the home market for Amer- 
Z ican farmers, are vital elements. A third 
7 element equally as vital is the control of 
oe, the acreage of land under cultivation, as 
an aid to the efforts of the farmer to 
balance production. 

We favor a national policy of land utiii- 
zation which looks to national needs, such 
: as the administration has already begun 
Bi: to formulate. Such a policy must foster 
‘a reorganization of taxing units in areas 
beset by tax delinquency and divert lands 
that are submarginal for crop production 
H to other uses. The national welfare 
ee plainly can be served by the acquisition 

‘ of submarginal lands for watershed pro- 
tection, grazing, forestry, public parks 
, and game reserves. We favor such ac- 
or quisition. 

jae THE TARIFF—The Republican party 
has always been the stanch supporter of 
the American system of a _ protective 
tariff. It believes that the home market 
built up under that policy, the greatest 
and richest market in the world, belongs 
first to American agriculture, industry 
and labor. No pretext can justify the 
surrender of that market to such com- 
petition as would destroy our farms, 
mines and factories and lower the stand- 
ard of living which we have established 
for our workers. 

Because many foreign countries have 
recently abandoned the gold standard, as 
a result of which the costs of many com- 
modities produced in such countries have, 
at least for the time being, fallen ma- 
terially in terms of American currency, 
adequate tariff protection is today par- 
ticularly essential to the welfare of the 
American people. 
iB The Tariff Commission should promptly 
ae investigate individual commodities so af- 
es fected by currency depreciation and re- 
port to the President any increase in du- 
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ties found necessary to equalize domestic _ 
with foreign costs of production. = — 
To fix the duties on some thousands of — 
commodities, subject to highly complex _ 


nical task. It is unavoidable that some 
of the rates established by legislation 
should, even at the time of their enact- 
ment, be too low or too high. Moreover, 
a subsequent change in costs or other | 
conditions may render obsolete. a rate 
that was before appropriate. The Repub- 
lican party has, therefore, long supported 
the policy of a flexible tariff, giving 
power to the President, after investiga- 

tion by an impartial commission and in. 
accordance with prescribed principles, to — 
modify the rates named by the Congress. 

We commend the President’s veto of 
the measure, sponsored by Democratic 
Congressmen, which would have trans- 
ferred from the President to the Con- 
gress the authority to put into effect the 
findings of the Tariff Commission. Ap- 
proval of the measure would have re- 
turned tariff making to politics and de- 
stroyed the progress made during ten 
years of effort to lift it out of log-rolling ee oe 
methods. We pledge the Republican eWay, 
party to a policy which will retain the ~— 
gains made and enlarge the present scope 
of greater progress. 

We favor the extension of the general 
Republican principle of tariff protection = 
to our natural resource industries, includ- = = 
ing the products of our farms, forests, . 
mines and oil weHs, with compensatory 
duties on the manufactured and refined tk 
products thereof. ee 

VETERANS—Our country is honored 
whenever it bestows relief on those who shat 
have faithfully served its flag. The Re- we 
publican party, appreciative of this sol- iS 
emn obligation and honor, has made its 
sentiments evident in Congress. # 

Increased hospital facilities have been 
provided, payments in compensation have 
more than doubled and in the matter of 
rehabilitations, pensions and insurance, 
generous provision has been made. 

The administration of laws dealing with 
the relief of the veterans and their depen- 
dents has been a difficult task, but every 
effort has been made to carry service to 
the veterans and bring about not only a 
better and generous interpretation of the 
law but a sympathetic consideration of 
the many problems of the veteran. 

We believe that every veteran incapaci- of 
tated in any degree by reason of illness 
or injury attributable to service in de- 
fense of his country should be cared for 
and compensated, so far as compensation 
is possible, by a grateful nation, and that 
the dependents of those who lost their 
lives in war or whose death since the war 
in which service was rendered is trace- 
able to service causes, should be provided 
for adequately. Legislation should be in 
accord with this principle. 

Disability from causes subsequent and 
not attributable to war and the support 
of dependents of deceased veterans whose 
death is unconnected with war have been 
to some measure accepted obligations of 
the nation as a part of the debt due. 
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‘A careful study should be made of exist- 
ing veterans’ legislation with a view to 
elimination of inequalities and injustices 
and effecting all possible economies, but 
without departing from our purpose to 
provide on a sound basis full and ade- 
quate relief for our service disabled men, 
their widows and orphans. 


FOREIGN AFFAIRS—Our relations 
with foreign nations have been carried 
on by President Hoover with consistency 
and firmness, but with mutual under- 
standing and peace with all nations. The 
world has been overwhelmed with eco- 
nomic strain which has provoked extreme 
nationalism in every quarter, has over- 
turned many governments, stirred the 
springs of suspicion and distrust and tried 
the spirit of international cooperation, 
but we have held to our own course 
steadily and successfully. 

The party will continue to maintain its 
attitude of protecting our national inter- 
ests and policies wherever threatened, but 
at the same time promoting common un- 
derstanding of the varying needs and 
aspirations of other nations and going 
forward in harmony with other peoples 
without alliances or foreign partnerships. 

The facilitation of world intercourse, 
the freeing of commerce from unneces- 
sary impediments, the settlement of inter- 
national difficulties by conciliation and 
the methods of law and the elimination 
of war as a resort of national policy have 
been and will be our party program. 


FRIENDSHIP AND COMMERCEH—We 
believe in and look forward to the steady 
enlargement of the principles of equality 
of treatment between nations great and 
small, the concession of sovereignty and 
self-administration to every nation which 
is capable of carrying on stable govern- 
ment and conducting sound orderly rela- 
tionships with other peoples, and the cul- 
tivation of trade and intercourse on the 


basis of uniformity of opportunity of all 


nations. 

In pursuance of these principles, which 
have steadily gained favor in the world, 
the administration has asked no special 
favors in commerce, has protested dis- 
criminations whenever they arose, and 
has steadily cemented this procedure by 
reciprocal treaties guaranteeing equality 
for trade and residence. 

The historic American plan known as 
the most-favored-nation principle has 
been our guiding program, and we be- 
lieve that policy to be the only one con- 


_ sistent with a full development of inter- 


national trade, the only one suitable for 
a country having as wide and diverse a 
commerce as America, and the one most 
appropriate for us in view of the great 
variety of our industrial, agricultural and 
mineral products and the traditions of 
our people. 

Any other plan involves bargains and 
partnerships with foreign nations, and as 
a permanent policy is unsuited to Amer- 
ica’s position. 

CONDITIONS ON THE PACIFIC— 
Events in the Far East, involving the 
employment of arms on a large scale in 
a controversy between Japan and China, 
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have caused world-wide concern in the 
past year and sorely tried the bulwarks 
erected to insure peace and pacific means 
for the settlement of international dis- 
putes. 

The controversy has not only threat- 
ened the security of the nations border- 
ing the Pacific but has challenged the 
maintenance of the policy of the open 
door in China and the administrative and 
political integrity of that people, ee 
grams which upon American initiation 
were adopted more than a generation ago 
and secured by international treaty. 

The President and his Secretary of 
State have maintained throughout the 
controversy a just balance between Japan 
and China, taking always a firm position 
to avoid entanglement in the dispute, but 
consistently upholding the established in- 
ternational policies and the treaty rights 
and interests of the United States, and 
never condoning developments that en- 
dangered the obligation of treaties or the. 
peace of the world. 

Throughout the controversy our govern- 
ment has acted in harmony with the gov- 
ernments represented in the League of 
Nations, always making it clear that 
American policy would be determined at 
home, but always lending a hand in the 
common interest of peace and order. ; 

In the application of the principles of 
the Kellogg pact the American Govern- 
ment has taken the lead, following the 
principle that a breach of the pact or a 
threat of infringement thereof was a 
matter of international concern wherever 
and however brought about. 

As a further step the Secretary of State, 
upon the instruction of the President, 
adopted the principle later enlarged upon 
in his letter to the chairman of the Com- 
mittee on Foreign Relations of the Sen- 
ate that this government would not rec- 
ognize any situation, treaty or agreement 
brought about between Japan and China 
by force and in defiance of the covenants 
of the Kellogg pact. 

This principle, associated as it is with 
the name of President Hoover, was later 
adopted by the Assembly of the League 
of Nations at Geneva as a rule for the 
conduct of all those governments. The 
principle remains today as an important 
contribution to international law and a 
significant moral and material barrier to 
prevent a nation obtaining the fruits of 
aggressive warfare. It thus opens a new 
pathway to peace and order. 

We favor enactment by Congress of a 
measure that will authorize our govern- 
ment to call or participate in an inter- 
national conference in case of any threat 
of non-fulfillment of Article 2 of the 
Treaty of Paris (Kellogg-Briand pact). 


LATIN AMERICA—The policy of the 
administration has proved to our neigh- 
bors of Latin America that we have no 
imperialistic ambitions, but that we wish 
only to promote the welfare and com- 
mon interest of the independent nations 
in the Western Hemisphere. 

We have aided Nicaragua in the solu- 
tion of its troubles and our marines are 
remaining in that country, in greatly re- 
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duced numbers, at the request of the 


Nicaraguan Government only to super- 


vise the coming election. After that they 
will all be returned to the United States. 

In Haiti, in accord with the recom- 
mendations of the Forbes commission, 


appointed by the President, the various 


services of supervision are being rapidly 
withdrawn, and only those will be re- 
tained which are mandatory under the 
treaties. 

Throughout Latin America the policy of 
the government of the United States has 
been and will, under Republican leader- 
ship, continue to be one of frank and 
friendly understanding. 


WORLD COURT—The acceptance by 
America of membership in the World 
Court has been approved by three succes- 
sive Republican Presidents and we com- 
mend this attitude of supporting in this 
form the settlement of international dis- 
putes by the rule of law. America should 
join its influence and gain a voice in this 
institution, which would offer us a safer, 
more judicial and expeditious instrument 
for the constantly recurring questions be- 
tween us and other nations than is now 
available by arbitration. 


REDUCTION OF ARMAMENT—Con- 
scious that the limitation of armament 
will contribute to security against war, 
and that the financial burdens of military 
preparation have been shamefully in- 
creased throughout the world, the admin- 
istration under President Hoover has 
made steady efforts and marked prog- 
ress in the direction of proportional re- 
duction of arms by agreement with other 
nations. 

Upon his initiative a treaty between 
the chief naval powers at London in 
1930, following the path marked by the 
Washington Conference of 1922, estab- 
lished a limitation of all types of fight- 
ing ships on a proportionate basis as be- 
tween the three great naval powers. For 
the first time, a general limitation of a 
most costly branch of armament was 
successfully accomplished. 

In the Geneva disarmament conference, 
now in progress, America is an active 
participant and a representative delega- 
tion of our citizens is laboring for prog- 
ress in a cause to which this country 
has been an earnest contributor. This 
policy will be pursued. 

Meanwhile maintenance of our navy on 
the basis of parity with any nation is a 
fundamental policy to which the Repub- 
lican party is committed. While in the 
interest of necessary government re- 
trenchment, humanity and relief of the 
taxpayer we shall continue to exert our 
full influence upon the nations of the 
world in the cause of reduction of arms, 
we do not propose to reduce our navy 
defenses below that of any other nation. 


NATIONAL DEFENSE — Armaments 
are relative and, therefore, flexible and 
subject to change as necessity demands. 
We believe that in time of war every 
material resource in the nation should 
bear its proportionate share of the 
burdens occasioned by the public need 
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and that it is a duty of government to 
perfect plans in time of peace whereby 
this objective may be attained in war. 
We support the essential principles of 
the national defense act as amended in 
1920 and by the Air Corps act of 1926, 


and believe that the army of the United 


States has, through successive reductions 
accomplished in the last twelve years, 
reached an irreducible minimum con- 
sistent with the self-reliance, self-respect 
and security of this country. 


WAGES AND WORK—We believe in 
the principle of high wages. 

We favor the principle of the shorter 
working week and shorter work day, with 
its application to government as well as 
to private employment as rapidly and 
as raga as conditions will war- 
rant. 

We favor legislation designed to stimu- 
late, encourage and assist in home build- 
ing. 

IMMIGRATION-—-The restriction of im- 
migration is a Republican policy. Our 
party formulated and enacted into law 
the quota system, which for the first time 
has made possible an adequate control 
of foreign immigration. 

Rigid examination of applicants in for- 
eign countries prevented the coming of 
criminals and other undesirable classes, 
while other provisions of the law have 
enabled the President to suspend immi- 
gration of foreign wage-earners who oth- 
erwise, directly or indirectly, would have 
increased unemployment among native-~ 
born and legally resident foreign-born 
Wwage-earners in this country. As a re- 
sult, immigration is now less than at any 
time during the past one hundred years. 

We favor the continuance and strict 
enforcement of our present laws upon 
this subject. 

DEPARTMENT OF LABOR—We com- 
mend the constructive work of the United 
States Department of Labor. 


LABOR — Collective bargaining by re- 
sponsible representatives of employers 
and employes of their own choice, with- 
out the interference of any one, is recog- 
nized and approved. 

Legislation such as laws prohibiting 
alien contract labor, peonage labor and 
the shanghaing of sailors; the eight-hour 
labor law on government contracts and 
in government employment; provision for 
railroad safety devices, of methods of 
conciliation, mediation and arbitration in 
industrial labor disputes, including the 
adjustment of railroad disputes; the pro- 
viding of compensation for injury to gov- 
ernment employes (the forerunner of 
Federal workers’ compensation acts), and 
other laws to aid and protect labor are 
of Republican origin, and have had and 
will continue to have the unswerving sup- 
port of the party. 

EMPLOYMENT—We commend _ the 
constructive work of the United States 
Employment Service in the Department 
of Labor. This service was enlarged and 
its activities extended through an appro- 
priation made possible by the President 
with the cooperation of the Congress. It 
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| ‘thas done high service for the unemployed 
in the ranks of civil life and in the ranks 
of the former soldiers of the World War. 


FREEDOM OF SPEECH—Freedom of 
speech, press and assemblage are funda- 
mental principles upon which our form 
of government rests. These vital princi- 
ples should be preserved and protected. 


PUBLIC UTILITIES—Supervision, reg- 
ulation and control of interstate public 
utilities in the interest of the public is 
an established policy of the Republican 
party, to the credit of which stands the 
creation of the Interstate Commerce 
Commission, with its authority to assure 
reasonable transportation rates, sound 
railway finance and adequate service. 

As proof of the progress made by the 
Republican party in government control 
of public utilities, we cite the reorganiza- 
tion under this administration of the 
Federal Power Commission, with author- 
ity to administer the Federal water power 
act. We urge legislation to authorize 
this commission to regulate the charges 
for electric current when transmitted 
across State lines. 

TRANSPORTATION —The promotion 
of agriculture, commerce and industry re- 
quires coordination of transportation by 
rail, highway, air and water. All should 


be subjected to appropriate and construc- - 


tive regulation. 

The public will, of course, select the 
form of transportation best fitted to its 
particular service, but the terms of com- 
petition fixed by public authority should 
operate without discrimination, so that 
all common carriers by rail, highway, air 
and water shall operate under condi- 
tions of equality. 
~The railroads constitute the backbone 
of our transportation system and perform 
an essential service for the country. The 
railroad industry is our largest employer 
of labor and the greatest consumer of 
goods. The restoration of their credit 
and the maintenance of their ability to 
render adequate service are of paramount 
importance to the public, to their many 
thousands of employes and to savings 
banks, insurance companies and other 
similar institutions, to which the savings 
of the people have been entrusted. 

We should continue to encourage the 
further development of the merchant ma- 
ee under American registry and owner- 
ship. 

Under the present administration the 
American merchant fleet has been en- 
larged and strengthened until it now 
occupies second place among the mer- 
chant marines of the world. 

By the gradual retirement of the gov- 
ernment from the field of ship operations 
and marked economies in costs, the 
United States Shipping Board will require 
no appropriation for the fiscal year 1933 
for ship operations. 


ST. LAWRENCE SEAWAY—The Re- 
publican party stands committed to the 
development of the Great Lakes-St. Law- 
rence seaway. Under the direction of 
President Hoover negotiation of a treaty 
with Canada for this development is now 
at a favorable point. Recognizing the in- 
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the nation from placing the ports of the + 
Great Lakes on an ocean base, the party | 
reaffirms allegiance to this great project — 


and pledges its best efforts to secure its 
early completion. 


HIGHWAYS—The Federal policy to co-- 


operate with the States in the building 
of roads was thoroughly established when 
the Federal highway act of 1921 was 
adopted under a Republican Congress. 
Each year since that time appropriations 
have been made which have greatly in- 
creased the economic value of highway 
transportation and helped to raise the 
standards and opportunities of rural life. 

We pledge our support to the continua- 
tion of this policy in accordance with our 
needs and resources. 


CRIME—We favor the enactment of 
rigid penal laws that will aid the States 
in stamping out the activities of gang- 
sters, racketeers and kidnappers. We 
commend the intensive and effective 
drive made upon these public enemies by 
President Hoover and pledge our party to 
further efforts to the same purpose. 


NARCOTICS—The Republican party 
pledges itself to continue the present re- 
lentless warfare against the illicit nar- 
cotic traffic and the spread of the curse 
of drug addiction among our people. This 
administration has by treaty greatly 
strens mene? our power to deal with this 

raffic. 


CIVIL SERVICE—The merit system has 
been amply justified since the organiza- 
tion of the Civil Service by the Republi- 
can party. As a part of our governmental 
system it is now unassailable. We believe 
it should remain so. 


THE EIGHTEENTH AMENDMENT— 
The Republican party has always stood 
and stands today for obedience to and 
enforcement of the law as the very foun- 
dation of orderly government and civiliza- 
tion. There can be no national security 
otherwise. The duty of the President of 
the United States and the officers of the 
law is clear. The law must be enforced 
as they find it enacted by the people. To 
these courses of action we pledge our 
nominees. 

The Republican party is and always has 
been the party of the Constitution. Nulli- 
fication by non-observance by individuals 
or State action threatens the stability of 
government. 

While the Constitution makers sought 
a high degree of permanence, they fore- 
saw the need of changes and provided for 
them. Article V limits the proposals of 
amendments to two methods: (1) Two- 
thirds of both houses of Congress may 
propose amendments or (2) on applica- 
tion of the Legislatures of two-thirds of 
the States a national convention shall be 
called by Congress to propose amend- 
ments. Thereafter ratification must be 
had in one of two ways: (1) By the Leg- 
islatures of three-fourths of the several 
States or (2) by conventions held in three- 
fourths of the several States. Congress is 
given power to determine the mode of 


_ ratification. 
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‘Referendums without — 
sanction cannot furnish a decisive an- 


_ swer. Those who propose them innocently 


are deluded by false hopes; those who 


Re propose them knowingly are deceiving the 


people. 
A nation-wide controversy over the 


Highteenth Amendment now distracts at- 


tention from the constructive solution of 
many pressing national problems. The 
principle of national prohibition as em- 
bodied in the amendment was supported 
and opposed by members of both great 
political parties. It was submitted to the 
States by members of Congress of differ- 
ent political faith and ratified by State 
Legislatures of different political majori- 
ties. It was not then and is not now a 
partisan political question. 

Members of the Republican party hold 
different opinions with respect to it and 
no public official or member of the party 
should be pledged or forced to choose be- 
tween his party affiliations and his honest 
convictions upon this question. 

We do not favor a submission limited to 
the issue of retention or repeal, for the 
American nation never in its history has 
gone backward, and in this case the prog- 
regs which has been thus far made must 
be preserved, while the evils must be 
eliminated. 

We therefore believe that the people 
should have an opportunity to pass upon 
a proposed amendment the prone en of 
which, while retaining in the Federal 
Government power to preserve the gains 
already made in dealing with the evils in- 
herent in the liquor traffic, shall allow 
States to deal with the problem as their 
citizens may determine, but subject al- 
ways to the power of the Federal Govern- 
ment to protect those States where prohi- 
bition may exist and safeguard our citi- 
zens everywhere from the return of the 
saloon and attendant abuses. 

Such an amendment should be promptly 
submitted to the States by Congress, to 
be acted upon by State conventions called 
for that sole purpose in accordance with 
the provisions of Article V of the Consti- 
tution and adequately safeguarded so as 
to be truly representative. 


CONSERVATION—The wise use of all 
natural resources freed from monopolistic 
control is a Republican policy, initiated 
by Theodore Roosevelt. The Roosevelt, 
Coolidge and Hoover reclamation projects 
bear witness to the continuation of that 
policy. Forestry and all other conserva- 
tion activities have been supported and 
enlarged. 

The conservation of oil is a major prob- 
lem to the industry and the nation. The 
administration has sought to bring coor- 
dination of effort through the States, the 
producers and the Federal Government. 
Progress has been made and the effort 


- will continue. 


THE NEGRO—For seventy years the 
Republican party has been the friend of 
the American Negro. Vindication of the 
right of the Negro citizen to enjoy the 
full benefits of life, liberty and the pur- 
suit of happiness is traditional in the Re- 


years has been enjoyed by the citizens 
of the Territory of Hawaii should be 
maintained, and that officials appointed 


to administer the government should be | 


HAWAII—We believe that the existing 
status of self-government which for many 


* 


bona fide residents of the Territory. = 


PUERTO RICO—Puerto Rico being a 


part of the United States and its in- 


habitants American citizens, we believe 
ood-faith rec- 
purposes of 
their organic act. We, therefore, favor 
the inclusion of the island in all legisla- 
tive and administrative measures enacted | 


that they are entitled to a 
ognition of the spirit an 


or adopted by Congress or otherwise for 
the economic benefit of their fellow- 
citizens of the mainland. 


We also believe that, in so far as pos-_ 


sible, all officials appointed to admin- 
ister the affairs of the island govern- 
ment should be qualified by at least five 
years of bona fide residence therein. 


ALASKA—We favor the policy of giving 


to the people of Alaska the widest possi- 
ble territorial self-government and the 
selection so far as possible of bona fide 


residents for positions in that Territory — 


and the placing of its citizens on an 
equality with those in the several States. 


WELFARE WORK AND CHILDREN— 
The children of our nation, our future 
citizens, have had the most solicitous 
thought of our President. Child welfare 
and protection has been a major effort 
of this administration. The organization 
of the White House Conference on Child 
Health and Protection is regarded as one 
of the outstanding accomplishments of 
this administration. 

Welfare work in all its phases has the 
support of the President and the aid of 
the administration. The work of organ- 
ized agencies—local, State and Federal— 
has been advanced and an increased im- 
petus given by that recognition and help. 
We approve and pledge a continuation 
of that policy. 

INDIANS—We favor the fullest protec- 
tion of the property rights of the Ameri- 
can Indians and the provision for them 
of adequate educational facilities. 

REORGANIZATION OF GOVERN- 
MENT BUREAUS—Hfficiency and econ- 
omy demand reorganization of govern- 
ment bureaus. The problem is non-par- 
tisan and must be so treated if it is to 
be solved. As a result of years of study 


and personal contact with conflicting ac-— 


tivities and wasteful duplication of effort, 
the President is particularly fitted to 
direct measures to correct the situation. 
We favor legislation by Congress which 
will give him the required authority. 
DEMOCRATIC FAILURE—The vagaries 
of the present Democratic House of 
Representatives offer characteristic and 
appalling proof of the existing incapacity 
of that party for leadership in a national 
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crisis. Individualism running amuck has 
displaced party discipline and has 
trampled under foot party leadership. A 
bewildered electorate has viewed the 
spectacle with profound dismay and deep 
misgivings. 

Goaded to desperation by their con- 
fessed failure, the party leaders have re- 
sorted to ‘“‘pork barrel’ legislation to ob- 
tain a unity of action which could not 
otherwise be achieved. A Republican 
President stands resolutely between the 
helpless citizen and the disaster threat- 
ened by such measures; and the people, 
regardless of party, will demand his con- 
tinued service. 

Many times during his useful life has 
Herbert Hoover responded to such a call, 
and his response has never disappointed. 
He will not disappoint us now. 

PARTY GOVERNMENT — The delays 
and differences which recently hampered 


efforts to obtain legislation imperatively 


demanded by prevailing critical condi- 
tions strikingly illustrate the menace to 
self-government brought about by the 
weakening of party ties and party fealty. 

Exerience has demonstrated that co- 
herent political parties are indispensable 
agencies for the prompt and effective 
operation of the functions of our govern- 
ment under the Constitution. 

Only by united party action can con- 
sistent, well-planned and wholesome legis- 
lative programs be enacted. We believe 
that the majority of the Congressmen 
elected in the name of a party have the 
right and duty to determine the general 
policies of that party requiring Con- 
gressional action, and that Congressmen 
belonging to that party are, in general, 
bound to adhere to such policies. Any 
other course inevitably makes of Con- 
gress a body of detached delegates which, 
instead of representing the collective 
‘wisdom of our people, become the con- 
fused voices of a heterogeneous group 
of unrelated local prejudices. 

We believe that the time has come 
when Senators and Representatives of 
the United States should be impressed 
with the inflexible truth that their first 
concern should be the welfare of the 
United States and the well-being of all 
of its people, and that stubborn pride of 
individual opinion is not a virtue, but 
an obstacle to the orderly and success- 
ful achievement of the objects of repre- 
sentative government. 

Only by cooperation can self-govern- 
ment succeed. Without it election un- 
der a party aegis becomes a false pre- 
tense. 

We earnestly request that Republicans 
throughout the Union demand that their 
representatives in the Congress pledge 
themselves to these principles, to the end 
that the insidious influences of party 
disintegration may not undermine the 
very foundations of the Republic. 

CONCLUSION —In contrast with the 
Republican policies and record, we con- 
trast those of the Democrats as evidenced 
by the action of the House of Represen- 
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tatives under Democratic leadership and — 
control, which includes: 

1. The issuance of fiat currency. 

2. Instructions to the Federal Reserve — 
Board and the Secretary of the Treasury 
to attempt to manipulate commodity 
prices. 

3. The guarantee of bank deposits. 

4. The squandering of the public re- 
sources and the unbalancing of the 
budget through pork-barrel appropria- 
tions which bear little relation to dis- 
tress and would tend through delayed 
business revival to decrease rather than 
increase emplcyment. 

Generally on economic matters we 
pledge the Republican party: 

1. To maintain unimpaired the national 
credit. 

2. To defend and preserve a sound cur- 
rency and an honest dollar. 

3. To stand steadfastly by the principle 
of a balanced budget. 

4. To devote ourselves fearlessly and 
unremittingly to the task of eliminating 
abuses and extravagance and of drasti- 
cally cutting the cost of government so 
as to reduce the heavy burden of taxation. 

5. To use all available means consistent 
with sound financial and economic princi- 
ples to promote an expansion of credit, 
to stimulate business and relieve unem- 
ployment. 

6. To make a thorough study of the 
conditions which permitted the credit and 
the credit machinery of the country to 
be made available, without adequate 
check, for wholesale speculation in se- 
curities, resulting in ruinous  conse- 
quences to millions of our citizens and 
to the national economy, and to correct 
those conditions so that they shall not 
recur. 

Recognizing that real relief to unem-— 
ployment must come through a revival of 
industrial activity and agriculture, to the 
promotion of which our every effort must 
be directed, our party in State and na- 
tion undertakes to do all in its power 
that is humanly possible to see that dis- 
tress is fully relieved in accordance with 
American principles and traditions. 

No successful solution of the problems 
before the country today can be expected 
from a Congress and a President sepa- 
rated by partisan lines or opposed in pur- 
poses and principles. Responsibility can- 
not be placed unless a clear mandate is 
given by returning to Washington a Con- 
gress and a Chief Executive united in 
principles and program. 

The return to power of the Republican 
party with that mandate is the duty of 
every voter who believes in the doctrines 
of the party and its program as herein 
stated. Nothing less, we believe, will in- 
sure the orderly recovery of the country 
and that return to prosperous days which 
every American so ardently desires. 

The Republican party faces the future 
unafraid! 

With courage and confidence in ulti- 
mate success, we will strive against the 
forces that strike at our social and eco- 
nomic ideals, our political institutions. 


Ii—The Democratic Party 


N this time of unprecedented economic 

and social distress, the Democratic 
party declares its conviction that the 
chief causes of this condition were the 
disastrous policies pursued by our gov- 
ernment since the World War, of eco- 
nomic isolation fostering the merger of 
competitive businesses into monopolies 
and encouraging the indefensible expan- 
sion and contraction of credit for private 
profit at the expense of the public. 

Those who were responsible for these 
policies have abandoned the ideals on 
which the war was won, and thrown 
away the fruits of victory, thus rejecting 
the greatest opportunity in history to 
bring peace, prosperity and happiness to 
our people and to the world. They have 
ruined our foreign trade, destroyed the 
values of our commodities and products, 
crippled our banking system, robbed mil- 
lions of our people of their life savings 
and thrown millions more out of work, 
produced widespread poverty and brought 
the government to a state of financial 
distress unprecedented in times of peace. 

The only hope for improving present 
conditions, restoring employment, afford- 
ing permanent relief to the people and 
bringing the nation back to its former 
proud position of domestic happiness and 
of financial, industrial, agricultural and 
commercial leadership in the world lies 
in a drastic change in economic and gov- 
ernmental policies. 

Believing that a party platform is a 
covenant with the people to be faithfully 
kept by the party when entrusted with 
power and that the people are entitled to 
know in plain words the terms of the 
contract to which they are asked to sub- 
scribe, we hereby declare this to be the 
platform of the Democratic party. 

The Democratic party solemnly prom- 
ises by appropriate action to put into ef- 
fect the principles, policies and reforms 
herein advocated and to eradicate the 
policies, methods and practices herein 
condemned. 


WE ADVOCATE: 


1. An immediate and drastic reduetion 
of governmental expenditures by abolish- 
ing useless commissions and offices, con- 
solidating departments and bureaus and 
eliminating extravagance, to accomplish 
a saving of not less than 25 per cent in 
the cost of Federal Government; and we 
eall upon the Democratic party in the 
States to make a zealous effort to achieve 
a proportionate result. 

2. Maintenance of the national credit 
by 2a Federal budget annually balanced 
on the basis of accurate executive esti- 
mates within revenues, raised by a sys- 
tem of taxation levied on the principle of 
ability to pay. 

3. A sound currency to be preserved at 
all hazards, and an international mone- 
tary conference called on the invitation 
of our government to consider the re- 
habilitation of silver and related ques- 
tions. 


4. A competitive tariff for revenue, with 
a fact-finding tariff commission free 
from executive interference, reciprocal © 
tariff agreements with other nations, 
and an international economic conference 
designed to restore international trade 
and facilitate exchange. 


5. Extension of Federal credit to the 
States to provide unemployment relief 
wherever the diminishing resources of 
the States make it impossible for them 
to provide for the needy; expansion of 
the Federal program of necessary and 
useful construction affected with a public 
interest, such as flood control and water- 
ways, including the St. Lawrence, Great 
Lakes deep waterways; the spread of em- 
ployment by a substantial reduction in 


the hours of labor, the encouragement of 


the shorter week by applying that princi- 
ple in government service; advance plan- 
ning of public works. 

6. Unemployment and old-age 
ance, under State laws. 


7. For the restoration of agriculture, the 
nation’s basic industry, better financing 
of farm mortgages through reorganized 
farm bank agencies at low rates of in- 
terest, on an amortization plan, giving 
preference to credits for the redemption 
of farms and homes sold under fore- 
closure; extension and development of 
the farm cooperative movement and ef- 
fective control of crop surpluses so that 
our farmers may have the full benefit of 
the domestic market. 

Enactment of every constitutional meas- 
ure that will aid the farmer to receive for 
basic farm commodities prices in excess 
of cost of production. 


8. A navy and an army adequate for 
national defense, based on a survey of all 
facts affecting the existing establish- 
ments, that the people in time of peace 
may not be burdened by an expenditure 
fast approaching $1,000,000,000 annually. 

9. Strict and impartial enforcement of 
the anti-trust laws to prevent monopoly 
and unfair trade practices, and revision 
thereof for the better protection of labor 
and the small producer and distributer; 
conservation, development and use of the 
peoor water power in the public in- 
erest. 


10. Protection of the investing public by 
requiring to be filed with the govern- 
ment and carried in advertisements of 
all offerings of foreign and domestic 
stocks and bonds, true information as to 
bonuses, commissions, principal invested 
and interests of sellers. Regulation to 
the full extent of Federal power of: 

(a) Holding companies which sell secur- 
ities in interstate commerce; 

(b) Rates of utility companies operat- 
img across State lines; 

(c) Exchanges trading in securities and 
commodities. 

11. Quicker methods of realizing on as- 
sets for the relief of depositors of sus- 


insur- 
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pended banks, and a more rigid supervi- 


; sion of national banks for the protection | 


of depositors and the prevention of the 
use of their moneys in speculation to 
the detriment of local credits. \ 

The severance of affiliated securities 
companies and the divorce of underwrit- 
ing schemes from commercial banks; and 
further restriction of Federal Reserve 
panks in permitting the use of Federal 
Reserve facilities for speculative purposes. 

12. The fullest measure of justice and 
generosity for all war veterans who have 
suffered disability or disease caused by or 
resulting from actual service in time of 
war, and for their dependents. 


18. A firm foreign policy including: 


‘Peace with all the world and the settle- 


ment of international disputes by arbitra- 
tion; no interference in the internal af- 
fairs of other nations; the sanctity of 
treaties, and the maintenance of good 
faith and of good will in financial obliga- 
tions; adherence to the World Court with 


the pending reservations; the Pact of 


Paris, abolishing war as an instrument 
of national policy, to be made effective 
by provisions for consultation and con- 
ference in case of threatened violation of 
treaties; international agreement for re- 
duction of armaments, and cooperation 
with nations of the Western Hemisphere 
to maintain the spirit of the Monroe Doc- 
trine. We oppose eancellation of the 
debts owing to the United States by for- 
etn nations. 


Independence for the Philippines; 


ultimate Statehood for Puerto Rieo; the 
employment of American citizens in the 
operation of the Panama Canal. 

15. Simplification of legal procedure 
and reorganization of the judicial system 


to make the attainment of justice speedy, 


certain and at less cost. 

16. Continuous publicity of political 
contributions and expenditures, strength- 
ening of the corrupt practices act and 
severe penalties for misappropriation of 


campai funds, 
17, We 


favor the repeal of the Eigh- 
teenth Amendment, 

To effect such repeal, we demand that 
the Congress immediately propose a con- 
stitutional amendment to truly represen- 
tative conventions in the States called to 
act solely on that proposal. 

We urge the enactment of such meas- 
ures by the several States as will actually 
promote temperance, effectively prevent 
the return of the saloon and bring the 
liquor traffic inte the open under com- 
pee supervision and control by the 

ates. 
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We demand that the Federal Govern- 
ment effectively exercise its power 


enable the States to protect themselves _ 
against importation of intoxicating liquors — fil 


in violation of their laws. : 


Pending repeal, we favor immediate — 


modification of the Volstead act to legal- 
ize the manufacture and sale of beer and 
other beverages of such alcoholic content 


as is permissible under the Constitution 


and to provide therefrom a proper and 
needed revenue. 


WE CONDEMN: 

1. The improper and excessive use of 
money in political activities. 

2. Paid lobbies of special interests to 
influence members of Congress and other 
public servants by personal contact. 

8. Action and utterances of high public 
officials designed to influence stock ex- 
Coane prices. 

4, The open and covert resistance of 
administrative officials to every effort 
made by Congressional committees to cur- 
tail the extravagant expenditures of the 
government, and to revoke improvident 
subsidies granted to favored interests. 

5. The extravagance of the Farm 
Board, its disastrous action which made 
the government a speculator in farm 
products, and the unsound policy of re- 
stricting agricultural production to the 
demands of domestic markets. 

6. The usurpation of power by the 
State Department in assuming to pass 
upon foreign securities offered by inter- 
national bankers, as a result of which 
billions of dollars in questionable bonds 
have been sold to the public upon the 
aL approval of the Federal Govern- 
ment. : 

7. The Hawley-Smoot tariff law, the 
prohibitive rates of which have resulted 
in retaliatory action by more than forty 
countries, created international economic 
hostilities, destroyed international trade, 
driven our factories into foreign coun- 
tries, robbed the American farmer of his 
foreign markets and increased his cost 
of production. 


CONCLUSION: 

To accomplish these purposes and to 
recover economic li yy we pledge the 
nominees of this convention, and the best 
effort of a great party whose founder 
announced the doctrine which guides us 
now, in the hour of our country’s need, 
“equal rights to aH, special privileges to 
none.’’ ; 

ADDED BY AMENDMENT: 

We advocate the continuous responsi- 
bility of government for human welfare, 
especially for the protection of children. 


